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Political History. Possible Scenarios for DPRK 
Viewed 


hf | | / MOND Ku inl aT, 44 py 
| 4 hy A nade bin: “Departure of a Patriarch’ | 
[Text! Kim Tl-song ic last ruler in the world who came 
» power before tt eginning of “the cold war’ and heid 
that powe! i] r time. He developed and became 


idaled as a political figure and statesman at the 
height of this war and apparently was unable to find his 
| inthe new and much more complicated world which 
followed 1 
Ir the CU d history of Korea, and posstbly even 
! I ) managed to retain Powel lor 
ha iw perlod t tin 49 years. Nevertheless. hi 
d 1 ti f out to be just as unexpected for the entire 
\ | 1 appa tly for his country, as his policy was 
noredictal ver the past half century 
Kim 1 iS unquestionably a Korcan patriot and 
indent nationalist. But aside from this he was a hostage of 
stime and the circumstances in which he and his country 
nsel\ ifter World War Il. He and his com- 
1d ms never became acquainted with other forms 
f state ver and methods of political struggle except 
thos Kisting in semifeudal, colomial Korea and in the 
['SSR here Captain Kim Il-song spent the 4 war 
\ h liberat { 
In order to establish and consolidate his regime of personal 
n kim Il-song made extensive use of such traditional 


methods of Korean feudal clans and the Stalin era as 


physica ination of political rivals, purges of the party 
i state machinery. repression, tdeological indoctrina- 
mn of pulation, establishment of total control over 

all fe. and practically complete 1sola- 

tion of t ntry from realities of the outside world. 

t despite intensification of econc mic problems 
and det ion of the DPRK’s internatio: al positions, 
the situation there at the present stage continues to be 
table and under the steady control of the country’s 

lership, with the help of the party, state, and repressive 
i. ich was creatcd and organized tn accordance 
‘ he Sta mode 
hud by reports from Pyongyang, authority 18 now tn 


ft aus son. Kim Chone-!!. who was officially 


t position of the leader's “successor” when 
Kim Il-song was alive in the 1970°s. Residents of the 
apital ane Ci ire rushing to the numerous Statues 
f {e9 id here the *xpDTreSS thei grief some- 


situation as a whole 1s 
{ the first davs after Stalin’s death. The 
North K in press 1s filled with appeals to pledge alle- 


iccessor,”” Kim Choneg-1] 


it the 6th Congress of the WPK [Workers 
a Korea]. he was elected as a member of the 
frum o! the KWP Central Committee Politburo and 

fthe KWP C cuitral Committee. although he has 

state positions until recently. Kim 


Il-song b shifting the latter at the beginning of the 
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1990's, acting aS an assid is stud 
following his directions liter 0) 
barrel of a gun. 


In May 1990. Kim Chong V 
chairman of the DPRK Detens 


time, and later took the plac 

tant positions he had held— pre 
mander in chief of the KPA [I 
December 1991 and chatrmat { th 


in April 1994 


C ommittec 


However, by the mid-LY80's had 
hands the day-to-day fership of t 
Il-song told representatives of the USS] 
when they were visitin the DPRI \ 


marking his 8Oth birthday in Ap 
transfer of power to his son “the ma 


Personne! shitt: which were called 
“successor” with the most devote 
were the essence of this process. Th 

Kim I]-song was a most exnertenced 

on all the subtleties of ponucal 

familiar with the strong and weak | 

successor, and he realized that the stabi k 

is position, and in the final analysis. tp 

itself. would depend to a large ext 

devotion and professionalism of Kim (| 
and those who execute his will (anc ¥ r) 
Polithuro under Kim Il-song played tt 


\part from this. Kim Chong-i! has persor 


assigned the experienced personne! w 


him at various levels of the party and stat ) 
in the Army and law enforcement 


The most important feature of 

providing security for Kim Chon, 
priority given to the promotion of | 

blood to the leader's fam 

At present, more than 30 relatives of 

positions at the highest les f the | 

machinery (members and candidate ! ly 

Central Committee Politburo. secretaries of 
tral Committee. and deputy premiers of the DPP ty 
istration Council). We should sing! 


return of Kim (Yong-chu). Kim I]-song’s younger brothe 
the political arena and as a rof the leadership 


mem 


an 18-year absence—as member of the ¥ 

Vice President of the DPRK: h 

“successor before Kim Chong 

About another 20 representatives of th 

number of key positiol the parliar 

Central Committee machiner 

service, and the most important e¢ 

Of course. the clan is far from m \ 
analysts believe that it 1s made up ol 

which have been competing in t! 


with Kim Il-song and for power a 











'~ 


However, the composition of the DPRK ’s top leadership 
appears to be quite balanced and stable on the whole 
Along with the conservatives and centrists, i includes 
potential reformers whi 
the development and implementation of domestic and 


foreign policy 


are capable of actively influ sneme, 


Among those in Kim Chong-il’s closest circle, who enjoy 
his trust and form his support, specialists include (Kang 
Song-san), the current premier of the Administration 
Council, as well as (Yon Hyong-mok), his predecessor in 
this position, Kim) (Yong-sun) WPK 
Central Committee, who is in charge of relations with the 
United States and 
the nuclear problem, and iim (Lbal-hyon), former deputy 
premier of the DPRK Admunistiation Council who as 
re.ponsible tor foreign trade and torergn economic rela 
tions; and a number of other leaders 


secretary Of the 


Mapan in connection with settlement of 


here are grounds to assume that these figures wall be 


playing a key role in shaping Kim Chong 


political 
system and will have substantial influence on the torme 
lation and implementation of his political poli 

Kim Chong-1l is the same age as individuals in this group, 
a forme! 
but not a charismatic patria 


lassmate in some cases, a “first among equals,” 


h like Kim T]-song 


Minister of the People’s Armed Forces © (Chin-u) holds a 
special place among the group of veterans in the leader 
ship. Incidentally, he is second on the list. after Kim 
Chong-1l, in the commission organizing Kim Il-song’s 
funeral. From all accounts, Kim Chong-il has not made 
one public appearance over the past 5 years without the 
attendance of © (Din-u); th 
an important role in consolidating the authority of Kim 
Chong-1l, evidence that the regime's most) powerful 
weapon——the Army—supports the “successor.” 


aving marshal has been given 


Many observers have assessed the changes made in the 
DPRK Constitution adopted at the SPA [Supreme Peo: 
ple’s Assembly] session in 1993 as a sign of possible 
important changes in the structure of the regime. Some 
observers believe that the appearance in the constitution of 
Article Tl. which names the WPK as the leader of all 
activity in the republic and reduces the president's powers 
in favor of the Supreme People’s Assembly and its Per 
manent Council attest to Kim Chong-ils intention. to 
separate the positions of head of the party and state: by 
becoming head of the party. he would change the leaders of 
central state and economu 
depending on their successes and failures in carrying out 
party directives 


Organs every Y years 


However, as shown by experience in the former USSR, this 
variation in reforming the structures of authority 1s fraught 
with the emergence of new centers of power and ther 
rivalry, which 1s unlikely to be considered acceptable by 
Kim Chong-tl. It 1s no coincidence that Pyongyang Radto 
warned 1n one of its commentaries that attempts to subject 
the actions not only of the leader, but his successor, to any 
kind of criticism cannot be tolerated. Unless the people are 
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armed with a correct view of the leader ro th 
mentary said, “a small group of conspirators and opp 
tunists’ may raise its head and begin to “criticize the 
absolute position and dignity of the leader and hi 

essor in. an attempt to usurp the leadership of the party 


and the country.’ 


lhe economic situation and the growing social and polit 
ical tension in the country because of thts are | Wn 
problems tor the regime. According to cstimates 
clalists, the DPRK's GNP has declined for 4 conse: 


years 


Phe ruling party itself, which was forced to admit at th 
Ist plenum, sixth convocation, of its Central Committ 
in December 19923 that the country’s third Seven-¥¢ 
Plan for economic and soctal development had tailed 
provided ample evidence of trouble un the 
fact that this was done publiclv—tor the first time in the 
DPRK's history—shows that the failure was so gicat thats 
was absolutely impossible to conceal it this tune 


economy. Phe 


Phey managed to slow down the recession and bring about 


an unstable equilibrium through emergency measut \I 
the same time, results of the economy's operation in O93 
showed that its internal reserves have been exhausted tn 
many respects, and without urgent normalization of for 
eign economic tres and economic reforms, improyement 
are impossible 

Phe problem ts that unlike past crises, Kim Chong! 1d 


his circle cannot continue to neglect the country s objective 


requirements for development and continue | Closes 
door” policy by relying basically only on nonecononmiu 
constraint and ideological indoctrination of the peopl 

continue to put off the economic reforms wh ire long 


overduc 


The experience of Fast European countries. especially 
Romania, has shown 
the loss of control over the development of events and 
their transition to an explosive stage with possil 
elimination of the leaders of the 


complete removal from powe! 


iat such an approach is fraught with 


ve physical 
ruling clan and its 


Under conditions of acute exacerbation of the situats 

the country and the emergence of a threat to retention o 
power by the Kim clan as a whole, the monarchist nat 
of the regime may lead to the point that some group within 
the clan may advance tts own representative for the role of 
head of the clan to replace Kim Chong-1 


In th. eyes of the people, the new leader will not be direct 
associated with the previous unsuccessful policy, to put 
mildly, and for this reason, in the clan’s opinion. he will be 
able to better protect the interests of the dynasty and 
maintain control of the country ino the complicated 
domestic and international situation in) which North 
Korea has found ttselt 


In particular, the political fate of the new 
depend to a significant degree on how it manages to sett 
the nuclear problem and bring about) normal 








I BIS-USR-94-079 
22 July 1994 


interstate relations with the United States and Japan undet 
DPRK 


conditions that are sufficiently favorable for the 
ruling elite 


| 


Such a turn of events is particularly likely when a sharp 
adjustment in its politica! course and more fundamenta! 
reforms in the economy are needed, since the search for “a 
scapegoat’ for past failures becomes the most critical 
question, as a rule. In this scenario, the current successor 
may turn out to be a more suitable figure 
all, the official propaganda 15 linking all the “successes” 
achieved by the DPRK since the mid-1970's with ht 
name. Duiing this period, processes developed in the 
country which led at the beginning of the 
unprecedented period of negative economic growth tor 4 
years and the loss of competition with South Korea, and 
the loss of practically all Py ongyanp’s foreign policy allies 
primarily Moscow and to a certain extent, Bering 


for this role \ftey 


YY Ss to an 


For this reason 
another appears entirely poss! ble as a sc 
of Korea shows that when a leader 1s removed. as a ru 
the entire clan loses power and 
that 1s younger. united and decisive 


sacrificing one unsuccessful leader or 


ution. The history 


S rep i( ed hy anothe one 


So the elevation of Kim Chong-i! to the order of “succes 
arantee that his 
For the present 
ts common 
the events in 


sor does not provide any complete 
positions will be maintained, all the same 
the clan 1s maintarning the unity dictated by 
interest in rclaining power, as well as (after 
East Europe) the fear, perhaps to a lesser extent. before 
payment for its past activity. However. the situation in the 
higher 

both under the influence of domestic and external factors 
unfavorable for the clan as a whole as well as those 
resulting from the intensification of conflicts within the 
clan itselt 


helons of power may be changed subsequently 


At the same time, there are enough tacts to draw the 
conclusion that the North Korean leadership, by main- 
taining its ultrarevolutionary rhetoric. began to adapt itsel! 
when the leader was alive to the changes taking place both 
In the international arena as a whole (the end of the “cold 
war’ and disappearance of the USSR and the socialist 
system) and tn relations with Pyongyang’s two main milt- 
tarv and political alltes—Moscow and Beijing, and finally 
to the obvious change in the balance of power on the 
Korean peninsula tn Seoul’s favor 


The range of possibilities for further development of the 
situation in North Korea being discussed by specialists 15 
very broad—from predictions of immediate collapse of the 
regime after Kim Il-song’s death to fairly well-grounded 
predictions that radical changes are not foreseen, at least in 
the short term 


Most specialists believe that a repeat in the DPRK of the 
scenarios for events which took place in East Furope 
(except for Romania) and the USSR 1s unlikely. The 
“peaceful revolution from below” which took place in East 
Furope 1s not possible in the DPRK because of the total 
state control of all aspects of life and the lack of any 
influential elements of a civi! society as such for this 


reason 
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from the top such as 
Ss began in the USSR 
are practically ruled out in the DPKK as well, First of all 
the latest statements made by Kim Chong-il attest to the 
fact that he does not intend at present to retreat trom “the 
principles of socialism.” Secondly, he is unlikely to be 
inspired by the results of perestroyka in the USSR, which 


Ihe probability of radical reforms 
Mikhatl Grorba hes and his associate 


led to removal from power of the ruling Communist Party 


and its leaders and the counts disintegrauion 


\t the same time. in the 1960's and 1970's, Kim Chone-1l 
subscribed to a certain liberalism in matters of domestr 
\lthough in his speeches and work Kim Chong-il 
did not go outside the bounds of his father’s general 
directions, he had the ambition and desire to make himself 
known that is typical of practically any political figure who 
IS Starting oul 


policy 





\ certain animation which he introduced tn the field of 
literature and art gave hope that somewhat more extensive 
reforms would be carried out, even if they are incomplete 
and halfway, which is how Khrushchev’s “thaw”? in the 
USSR during the 1960°s was described. In any event. at 
that time he was full of energy and a craving for activity 
and he was able to surround himself with the same kind of 
radically inclined young persons and to try to. begin 
changes 


[here 1s evidence that hidden, but no less stubborn oppo- 


sition from the older generation in the top leadership to 
Kim Chong-il’s advancement to be his father’s successor 
resulted not so much trom the fact that he was proclaimed 
as successor (this was completely in the spirit of Korean 
political culture and tradition, and consequently, a com- 
pletely understandable and acceptable step) as the tears of 
changes which the successor might initiate that would be 
too quick and too liberal. Is it possible that he wall be able 
to do something now? 


In the opinion of many snecialists. the most likely choice of 
the North Korean leadership will be the Chinese model for 
development (with the necessary adjustments, of course) 
with its key aim of conservatism in politics with a carefully 
dispensed reformism in the economy. 


f course, the borders between scenarios are sometimes 
blurred. and in real life there may be elements of two or 
even several variations with one of them becoming pre- 
dominant subsequently. However. we may assume now, 
owing to the unique nature of the political regime in the 
DPRK for the end of the 20th century, its geographical 
position, and its cultural and historical heritage, the devel- 
opment of events there will be in accordance with a 
scenario that 1s substantially different from that of other 
socialist countries 


(ne of the last chances history 1s giving to this regime lies 
in the experience of postcommunist development of the 
former Soviet republics in Central Asia. After relin- 
quishing the communist attributes with comparative ease. 
but retaining them here and there. the influential clans 
which had formed the ruling elites in these states during 
the Soviet era not only did not lose their power, but even 
reinforced it here and there 
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ison, tas by nO means ruled out that with 

ary not revolutionary development ol 
in ihe DPRK and even its shift to a more liberal 
an open economy, the current ruling elite will 
to basically maintain its positions in the country, 
its favor are WS Current Opportunities, 


influence and positions in the state machinery and the 
extensive system of dependent clans within the DPRK 
as well as characteristics of the spiritual and cultural 
heritage of Korean society, in which Confucian values 
Often have been expressed more completely than in 
China itself 
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Stankevich on "New Stage’ of Reform 
DELTOVO)Y MIR in Russtan 


/ J f f 
fyviil {/ \ 


Commentary by Sergey Stank h, State Duma PRES 
faction deputy, recorded by DELOVOY MIR correspon- 
' der t] “We Are 


rit \) / ( Al py 
} MCrINg a Perlod Ot C\ 


‘rubric “Position” 


v Battles’ ] 


{Text] Our reforms are entering a new stage. Much raore 

ditt mn torturous. but also more important for the 

ite Russia. [ts time came after the potential of quick 

ind rat! solutions had been exhausted 

e past two and a half years, with all thei 

lrama, were based on a rather simple principle: Everything 
tint is prohibited now is permitted. In the 


past, vou could not set tree-market prices: now you can. In 
the past. under the foreign trade monopoly, private indi- 
luals could: vith the surrounding world; now-— 
be my guest. Int ist, yOu COUld nol set up private banks 
dey it fron tat itisa very feasible thing. 
And s That 1s. the retorms were revolutionary and 
d it enabled us to make a 
QuUuich np m e State to anotne! {nd now we, 
pect ft ompleting—also very fast. by the way— 
t privatization, are facing tn all tts 
immense dimension the No. | problem: What are we to do 
vith 4} fustria! potential accumulated over 
decadt 
No ext re permissible here. It is impossible to 
nti rund subsidies of inefficient enterprises 
() ind. it is impossible to allow their across- 
bankruptcy. In other words, solution 
) somewhere tn the middle. The world 
act ipproach in such instances—a discrim- 
inat industrial policy. But this 1s where we 
el nter colossal contradictions that will face us tn all 
th tv a 30 June 
We have « ted mill 4 proprietors in the form of 
smal! rs. The prevatling psychology of this new 


\ rat 1 


class of people 1s; Now that | own stock. from now on my 


’ task 45 how up in time to receive dividends. The 
idea that the responsibility for the fate of these enterprises, 
responsibility for their effective management, for their 

duction activities has been shifted to the shoulders of 


tockholders—this idea has not registered in their con- 


sclousness. As a result, we have this situation: Enterprises 
t have b transferred under the control of small 
stockholders become unmanageable; they “float.” And the 
sta 11 ‘tains in its hands blocks of stock to be sold 
to potential efficrent owners, those who are able to make a 
ipita tm cannot fai! to understand how naive it 


Is to expect that these “efficient owners” will currently 
nN production. And 1t 1s true—as soon as 
onsiderable share of stock 1s in the hands 
as soon as they are told that huge 
is expected of them—they immediate say 
“pass and stand aside 


investment 


RUSSIA s 


Thus, ostensibly privatized enterprise: 
In a State of 
State. So lo Say, 
shifted to the shoulders of smal! stock hold 


mtinue toremain 
risis and... direct their demands at the same 


boomeranging the responsibility it had 


This is one conflict that will be taking increa: 


lorms. And the state, whether it wants ito M 

to react to it. But there 1s another one, no less unpleasant 
Today, if potential investors do appear. who a ling 
buy from the state considerable blocks of stoc} thing 
as simple as it may look. | have yust made a trip around the 
country and was a witness to how labo ect wert 
“kicking out’ entrepreneurs who became co 

plant property. As soon as the latter began sa that th 
would like to discuss with the “people” how to condu 
business trom there on, what to cut, what t Cloy 
where to invest money, they were immediately pointed 


toward the door with the words: “We do not know yo 
do not want to know you.” They were even refuse 
inclusion in the list of stockholders 


The state, which exhorted entrepreneurs to buy stoct 
theoretically has an obligation to support them. B 
means that it will have to step into a conflict with labor 


collectives. Will 1t dare to? 

In other words. we are entering a period wher 
of enterprises, extremely intense battles are possible 
between their employees and new co-owners, on one hand 
and on the other—beiween quickiy privatized ent 
and the state. I want to repeat—this will be an extrem: 
difficult period, which will determine to a large extent the 
fate of the entire reform 


What 1s to be done in such conditions? In my opinion. now 
more than ever the government must become not Just real 
but also day-to-day authority. Not emerge from time 

time; not erupt with threatening decisions occasionally 
but be the authority that operates every day. What Russia 
needs today 1s routine, carefully balanced management 
[infortunately, so far it 1s not there. Not on the federal 
level, not in the regions. By the way, a lot will depend on 
the parliament. For us. lawmakers, there 1s no task that 1s 
currently more important than to create maximally favor 

able conditions for Russta to successfully overcome this 
new and also decisive stage in 1ts development 


Leaked Memo on Opposition Viewed 


9441-0924D Moscow OBSHCHAY A GAZETA in Russia 
No 24, 17 Jun 94 p 7 


[Article by Oleg Zhirnov under the rubric “On the S! 
“You Wrote Something—Plant It on a Comrade” | 


[Text] Manufacture of anonymous “disclosures” became a 
characteristic sign of political everyday life. 


‘““reltsin found himself compelled to draw for support on 
healthy patriotic and communist forces 1n the country and 
the government and adopt their course 


tions the opposition must prepare its candidates to ard 
1 4 


In inese ¢ yma 


Yeltsin in replacing people in state jobs... The prot 
however, is In the antipcpular position of a number of | 
figures, whom it 1s necessary to remove from the politicat 





arena. Phis inchides tiust and foremost the prime minis 
le! lhe wsue of finding ways to preserve So Shakhrayv in 
the government needs a st parate ellor {) Ihe past week 
he mad Certain [cps toward rappl hement wrth the 
Opposition, which indicates that hi Hee ay { 
political ealitves Phis as trndicated tirst and foremost b 
his participation in th sultutions at Zyuganoy's dact 


and the entire process of negotiauior 


An OBSHC HAYA GAZETA editor came int ion 
of a document (tiv pages ! Mapu ! } Xt) 
under the title “The Need tor the Oppo in To Partia 
(hange the Course and Tactics on the Qu it k 
nation Of the Gros 


Ihe document has a subtit \ R ort 
Csroup to the Leadership i the | med Opposition It 


recommends to the communists to radical execute a 


political about-face’: instead of the current harsh eriticism 


of the president and restraint with spect to the prime 
minister—support for Yeltsin and getting rid of the head 
of the cabinet, “whose antipopular course 1s in principle 
unacceptable for truly patriotic force 

Ihe report names some candidat for positions im the 
government and in tl! president! Lalit, but Icaves out 
whom th Oppos. iON WoUTd Tike ein ( hernomyrdin § 
place. The last part of the document ler a characterist 
subhead “Rejecting Controntation ils for signing the 


Agreement of Social Accord 


The document's text was printed o1 mputer in the 


State Duma. The OBSHC HAY A Cr AZE TA commentator 


was confidentially told that it had been prepared by 
analysts from the former Rutskov's team vho “now 
work for Lukvanov, but not only for him.” The “report 


allegedly had been commissioned by Anatoliy Ivanovich 


himself and recommended for a “leak 


Having looked, at the request of the 
GAZETA commentator, at the text of the “experts group” 
report, Anatoliy Lukvanov at first remarked 
did it and will tell vou” but then later refused to namie 
names. He did say, however. that the document had been 
prepared with the participation of “independent experts of 
. tound themselves 


the former Supreme OVI who nov 


out of business, who vacillate between different political 


forces, and, in particular, several times contacted me as 


wu e|| ‘ 


In Anatoliy Luks h papers are distrib- 
uted deliberately, are “planted 


Opposition ina certain direction of action 


annoy » OPINIO!] Si 


rae t/ 


Anatoliy Ivanovich told us that he noticed the part of the 
report where consultations at Zyuganov s dacha with the 
participation of Sergey Shakhray are mentioned. He net 
ther denied nor confirmed the fact of holding such consul- 
tations. Neither did he answer a direct question on 
whether the opposition considers Shakhray tts ally It 
depends which opposition...” 

the 


Gennadiy Zyuganov, on his part. saw the document for 1 


first time in the hands of the OBSHCHAYA GAZETA 


commentator and immediately asked to make a copy 
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L pon reading it, he refused to comment: “Do not drag me 
mto this lo the question whether «he document is 
hsinformation, he rephed: “No. The information here ts 
measured and partly mixed with truth.” As Lukvanovy 
aid that this document is intended foi 
but denied the fact of 


before him. he 
hanneling the opposition 
consultations on his dacha 


Quite possibly, the “report to the leadership of the united 
was pul together by the experts at their own 
Initiative. But 
influential political forces must be tnterested in at. The 


pposttion 
when such papers are “planted.” some 
voluntary “outsiderism”’ of communists in Connection to 
their refusal to sign the Agreement on Social Accord could 
prove a burden for some leaders, and it would be quite 
eical on ther part to probe the opinion of the “popular 
masses. as to whether it would still be better to sign it. One 
may assume that there may be ciscontent among othe: 
opposition leaders over “Comrade Zyuganov’s concilia- 
tory line,’ and the desire, as an anticipatory measure, to 
open their supporters’ eyes to the logical conclusion of this 
line. One may, on the other hand, also see in the paper 
another anti-Yeltsir move on the part of the oppositior 
By emphasizing the growing similarity between Yeltsin’s 
and patriots’ positions, the “report” thereby casts shadow 
on the president. True, the radical-democrats, who are 
finding themselves outside the mainstream, also might be 
interested in casting such a shadow. So why should they 
not plant the rotten paper on ‘heir bitter political 
rdversaries? 


()ne way or the other. we have to register that the famous 
“Version No. 1° published in OBSHCHAYA GAZETA 
already begat a series of sequels and plagiarisms. Recently, 
and just as anonymously, a plan of replacing Cherno- 
myrdin with Skokov was “unmasked; now somebody 
behind the scenes needed to make public the scenario of 
“opposition’s turn toward a union with the president.” 


Deputies React to Shumeyko Proposal 
9440-09240 Moscow OBSHCHAYA GAZETA tn Russian 
No 25, 24-30 Jun 94 p 8 


[Comments of some government officials and parliamen 
tarians on Vladimir Shumeyko'’s proposal to postpone 
elections, recorded by Yelena Dikun; under the rubru 
“Echo”: “Someone Thought of It; Shumeyko Said 1t"] 


[Text] Vladimir Shumeyko’s rationalization proposal to 
extend the term for federal institutions of authority (see p. 1) 
did not go unnoticed in the State Duma and the Kremlin. 
[he Federation Council speaker's initiative is appraised 
differently in these circles. 


Georgia SATAROV, aide to the president of the Russian 
hederation: 


lhere is no sensation in Shumeyko’s proposal. A month 
earlier Irina Khakamada asked the president this question 
during his meeting with the “12 December ’ group. There- 
fore, I suggest going for explanations to her—she has 
complete information on the president’s position. 
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Irina KHAKAMADA, the “12 December Union” deputy 


vroup 


[his was not my initiative: T simply asked the president 


what he thinks of the idea, which already was floating 
puties and representatives of other brain 
authority. boday, the parhamentis ina hurry, Knowing that 


it has only two years. Many spend more treme on a new 


amony dey 


lection campaign than laws. The president replied at the 
time that, it does not violate the separation of functor 


between the president and the legislative branch, he d 
not object 


Aleksandr VENGEROVSKIY, LDPR [Liberal Democratic 
Party of Russia] faction: 


Ihe idea expressed by Shumeyko had been floating 
around: the first to mention it was Mikhail Poltoranin as 


early as in January. It was clear from the very beginning 
that hous HVE thods ol influence would he appil d i 
deputy corps. First it was a stick, now—a carrot. T} 


t 


LDR position is that any elections bring more votes to us. 


Iherefore, we are against automatically extending the 
term. Lan. convinced that, if the elections were held toda 


we would have more than half of the votes in this hal 


Gennadiy ZYUGANOVN, the CPRE [Communist Party of 


the Russian Federation} faction: 


This is all wishful thinking that cannot be realized. The 
point 18 that the situation has reached a stage where tt 
demands a qualitative change. The abscess is essential 

visible; mass agony, disintegration began. So this 


already 


year the powers of great many people will change. 
Boris ZOLOTUKHIN, Russia's Choice faction: 


Our faction does not intend to hold a conference every 
time Shumeyko says something. In their vote in the 
referendum for the constitution and its provisions for the 
period of transition, the voters supported the two-vear 
term. Do I look like a jerk who was elected for two years 
and stayed for four instead? 


Viktor SHEYNIS, Yabloko faction: 


My attitude toward Shumeyko’s proposal ts negative. This 1s 
the greatest discreditation of all organs of authority, from 
the president to the parliament, which does not have enough 
authority anyway. | hope that the number of Duma deputies 
who do not care about their reputation to the point of 
supporting this proposal will not amount to two-thirds. 


Vyacheslav NIKONOV, PRES [Party of Russian Unity and 
Accord] faction: 

| may want to remain a deputy, but everything must be 
done in keeping with the law, the constitution. We will be 
able to speak of Russia as a civilized state only when at 
least once in our thousand-year history an act of constitu 
tional transfer of supreme authority takes place. It 1s 
exceptionally important to set such a precedent 


Nikolay KHARITONOV, the agrarian faction: 


{ 


We have to sort out what political meaning 15 behind this 
proposal, whether or not 't 1s in line with the voters’ mood 
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Riyht tri y th Got the deput (crm, many 
pit rena paved ii campaigning: they are getting 
( lO | Most deputies are constant! mn the road. 


therefore quite often there is no quorum when questions 


ally important for the voters are being decided on. Such 
i | k had he burltinto the constitution tiom the 
ry beginning. Someone should have anticipated what the 
( Ould ¢ 
Besides. man lt ryt ist now begin to tind their bear 
ings. adjust, establish contacts. T saw at for myself during 
the trip with the speaker to Berlin or when I was with a 
comrad my al ducational trip to Ingland. By the wa 
reat Brit iSa professional parhhament, over there, the 
ame persol lected over 20. 30, or sometimes 40 vears 
We he t\ pin everything from scratch 


Anpilov Plans Fall Strike 
144, OYA Moscow UOSKOVSKIVYE NOVOST] 
in Ru in { |? 1Y Jun Yip { 

[Report by A indr Kakotkin under the 


KS< rubric *( )PPo- 
sition: Black Emblems on Red Banners*‘| 


| fext) Radical opposition conducted another series of events 
during the weekend. 


It began with an evening organized by opposition maga 
vine ELEMENTY ain the Oktyabr Culture House. the 
entra! ti hich was guarded by beer-sipping RNI 


(Russian National Unity] fellows. The stage was decorated 
with a sickle and hammer—for some 
was sold between 


i huge red banne! 
ison. bla red and brown Iiterature 

ows. For the altruistic advice to Eduard Limonov to step 
back from the microphone a little (this improves the 
quality of sound reproduction), this MOSKOVSKIYE 
NOVC STE correspondent was declared a suspected provo- 
it of the audience. The second entry 
‘ 


cost him three bottles of beer for the guards 


ateur and escorted 


Phe public in the hall was rather calm 


coming from the stage, 
on the other hand. were such that even a veteran corre 
spondent of ZAVERA newspaper shook his head: “Let 


one would even say 


" , a 
intellectual. the speer Sthat were 


such guys loose. and they will make a mess! 
Phe valiant company. headed by Eduard Limonovy, for 
Starters ground into dust recent confederates, since it 


opposition. Everyone got his 
share of proletarian hate: from the “licker of authorities’ 
ass” Ivan Rybkin to “kosher nationalist” Vladimir Zhirt- 
novskiy. After which a political platform of “true radicals” 
was announced from the stage. the nationalist idea plus 
social justice. The final goal was defined straightforwardly 
any fig leaves such as a peaceful 
transfer of power. Naturally. one also needs a special type 
of supporters for this sacred cause—“‘people of direct 
RUSSKIY PORYADOK newspa- 
vers Editor in Chief Oleg Kochetkov defined the name of 
the regime for the surviving victors—Orthodox fascism 
Phis. however, did not elicit any particular yoy from the 


considel onl tseli 


revolution without 


achion And. ftinall 
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lhe next day radicals of different ilk gathered at the 
Iriumph Squa Red flags were interspersed with monar- 
indards, Cossack uniforms mingled peacetully with 

the helrnets of Workers Russia’s volunteers. The united 
ition protested against the four-year-old decision of 
RSESR Supreme Soviet on the state sovere: nty of 
Rus vhich, in its opinion, dealt a decisive blow to the 
hose present here were Anpilov, the perma- 
t fixture—Sazhi Umalatova, and some other familar 
[he gathering numbered 3,000 at most, though 
koy. nor Zyuganoy, nor Konstantinov honored 
the high assembly by their presence... In the center of 
ittention was, of course, the leader of the RKRP [Russian 
Communist Workers Party] and Workers’ Russia. And not 
f his confederates: the MOSKOVSKIYE NOVOST) 

Or dent observed a scene where a militia major and 
with walkie-talkies approached him for 

ph Maybe that 1s why evervthing was perfectly 

nstrators together with the militia peace- 
led to the Theater Square, where they held a 


. )) } 


fF verything was as usual: damning the regime, chanting 
So-vi-et Uni * and. of course. “Rise, the immense 
1 even some guards of law and order joined 
-oice. Toward the end, Viktor Anpilov also 
innounced his new platform: organizing a general political 
| September. The rally unanimously adopted a 

this propos 


ECONOMIC & SOCIAL AFFAIRS 


\cademician on Banking System Legislation 


MAR TOR04 VM \ DELOVOY MIR in Russian 


terview with Oleg Lavrushin, member of the academy 

| hanking department of the Finance 

' Russian Government, by DELOVOY 

MIR correspondent Lyudmila Chepaykina; date and place 
t \ Law for the Banker”) 


| xt) An acute topic--the new banking legislation, is being 
actively debated today in various news media. In the State 
Dura, they are preparing drafts of amendments to the Law 
on the Central Bank of the Russian Federation [RF C8] and 
ihe Law on Banks and Banking. The working group of the 
subcommittee for banking legislation had prepared new 
versions of them. Recently a version of the Law on the 
Central Bank emerged that had been drafted by the subcom- 
mittee for monetary policy and regulation of the activity of 
the RE CB. It is also said that there ave versions of the two 
laws prepared by the RF CB, but which no one has seen as 
vel... What problems are arising concerning banking 
legislation? 

lL vud i (hepaykina, IYM correspondent, spoke about 
this with Oleg Lavrushin, member of the academy and 
head of the banking department of the Finance Academy 
f the RF Government, who was a member of the group 
lrafting the new versions of the banking laws. 


’ all the commercial! structures, the Russian banks have 
ved furthest toward the market. Their tools include 
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traditional forms of money and credit without which the 
market cannot exist. [he banks have as 
nologies, they are rendering their clients diverse services 
develop entrepreneurship. For them it 15 an urgent need to 
have improved banking legislation: further development of 
the banking industry becomes impossib 


tJ 


without tt 


‘The demand for improved legislative standards becomes 
sull more obvious when we take into account that the 
banks are functioning as intermediaries, they are on 
between the entities doing business. and they. therefore 
must measure their activity against a great number of 
factors. It is bevond question that we need more here than 
just banking laws. We need laws regulating both banking 
operations and also production. A peculiar feat oF the 
present-day banking system is that credit institutions must 
be governed not only by their own banking law. but also by 
general law, including the civil code and the business law.” 


(Chepaykina}] Since 1990, banking has been regulated at 
the very least by two laws: the Law on the RF CB and the 
Law on Banks and Banking. To what extent do they meet 


the needs of the present day” 


[Lavrushin}] Adoption of those laws was of course an enor- 
mous ster forward compared to the past. when credit 
institutions were governed not by specific preces of banking 
legislation, but by instructions from USSR Gosbank. Essen- 
tially an entire segment of juridical science was missing— 
banking legislation. for all laws that 
have been adopted, essential gaps in them are oeing felt to 
this day. Nor is there anything surprising about that. The 
end of the 1980's was the initial stage of our state’s entry 
into the market. Our knowledge about what a market-type 
banking system should be was inaccurate 


+ 


the importance Of th 
| 


The main shortcoming of the first banking laws 1s that they 
were mainly referential in nature. This means that many 
articles of laws in effect are not complete enough, they 
refer to sublegal acts. above al! to instructions of the 
Central Bank. For example, the article on licensing is 
exactly that—referential. The impreciseness of that article 
has the result in practice that many commercial banks 
have waited months to open a branch in some region. That 
1s why the commercial banks are dissatisfied 


[Chepaykina] Can the new laws on banks cover the entire 


subject matter of banking activity? 


{Lavrushin] This cannot be done in one or two laws 
Banking legislation needs a package of !aws. normative 
enactments sufficiently encompassing to embrace the var 
lous aspects of banking operations. In the Russian Feder- 
ation, the body of such laws must consist of 10-12 inde- 
pendent enactments regulating banking activity. For 
example, a law is needed to regulate the activity of com- 
mercial banks in the area of credit financing, noncash 
settlements, and the rendering of trust services. It may 
perhaps seem strange, but we stil! do not have a general 
idea of how the banks should develop. We are trying to 
build a very important segment of market relations, but we 
do not have a program for reconstruction of the banking 


system 


22 July 1994 


In the process of work on the banking laws, two positions 
have been laid out. One of them proceeds logically from the 
idea that we tirst need to arrive at a conceptual definition of 
what a bank 1s, what role banks should play in economic 
development, what functions they perform, what elements 
the banking system should consist of, etc. The second 
position seemed equally well-founded. As we have already 
said, a considerable number of gaps have been evident in 
current banking legislation, and some provisions need to be 
spelled out. The task. then. 1s to eliminate as fully as possible 
what 1s already obsolete and hopelessly outdated 


As it has turned out, for all the difference in approaches, 
there are no contradictions between them. The important 
thing was to get Started. In its process, it was possible to 
remove certain provisions, improving the wording, and 
advancing the understanding of more specific things. In 
the course of the work on the legislation, no general 
conception was of course worked out for development of 
the RF banking sector, but issues were indicated that we 
need to think about gradually, step by step, coming closer 
to more fundamental ideas about how the Russian bank 
should be structured. 


it should, therefore, be noted at once that the proposed 
version of the new banking laws ought to be better than 
what we have now. But, we should not deceive ourselves: 
Our society 1s not going to get an ideal version. The lack of 
smooth interaction inevitably makes itself felt and will 
continue to make itself felt in the content of the legal 
support in the activity of credit :nstitutions. 


{Chepaykina! Is there a way out of this situation? 


{Lavrushin; Of course there is, but we cannot expect quick 
results. Much depends on understanding the need to act, 
the need to coordinate the activity of the RF CB (it cannot 
cope along because of the scale), and then on the way the 
Russian banking system is structured, on the personnel 
Situation that has objectively taken shape within it and in 
the banking community as a whole, above all in the large 
commercial banks. 


One of these forms has been proposed in the new versioii 
of the Law on the RF Cb in connection with creation of the 
National Banking Council. No one has seemed to have any 
doubts about the idea of creating such a council. It was not 
denied either by the Central Bank nor by the subcommit- 
tees of the State Duma. The essential issue, hcwever, 
proved to be the differing treatment of the powers of this 
council. The RF CB believes that this body should be 
attached to it (some kind of methodology council). From 
the standpoint of the Duima’s subcommittee for monetary 
policy, this council should be created as an oversight body 
with certain functions relative to the RF CB. it was this 
and certain other aspects, in particular the capability of 
Staying decisions for several days, thai the Russian bank 
did not like, and it took the position that this version of the 
bill that was offered encroaches on its independence. 


The debate of the banking legislation has entered the phase 
in which a compromise is needed between the version of 
the Russian Central Bank and the version offered by the 
two banking subcommittees of the State Duma. 
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Investment Situation ct End of Voucher 
Privatization Surveyed 

Y4I4FFOYIYGA Moscow NOVAYVA YVEZHEDNEVNAYA 
GAZETA in Russian 6 Jul 94 p 2 


[Article by O. Proskurnina: “Russia Is the Largest Offshore 
Zone ir. the World. It Has Many Taxes, Which Few Pay’ | 


{Text} Anatoliy Chubays finally raised the curtain revealing 
a guarded secret that bothered many during the entire first 
Stage of privatization: It turns out that he exchanged his 
voucher for shares of stock in one of the voucher investment 
funds. The name of the fund iias not been released to prevent 
uccusations against the chairman of Goskomimushchestyo 
{State Committee on the Administration of State Property| 
of using his official position for personal gain, but it 
appears, however, that he is pleased with his selection. 


citizen who exercised h.s constitutionally guaranteed right 
It is unlikely that the Russian economy would bristle 
because the chief privatizer used his voucher at an auction 
of Gazprom stock or sold it near the Chistyye Prudy 
Subway station. Rather, this circumstance confirms the 
opinion of Goskomimushchestvo experts that the appear- 
ance of effective financial institutions, new to us, consti- 
tutes the most important result of voucher privatization 


According to GK} RF [RF State Commitiee on the Admin- 
istration of State Property] data investment tunds 
acquired from 30 to 50 percent of the shares of stock of 
enterprises in various branches of industry available in 
voucher auctions while 10 percent were purchased bi 
foreign investors at investment auctions. Moreover, as of 
March 1994, the game on t'« secondary market of the 
stock of privatized enterprises was joined by Credit Sutsse 
First Boston, Solomon Brothers, Morgan Stanley, and even 
by the Soros Fund (this occurred when the voucher rate 
exceeded the 20,000 mark and began rising rapidly). This 
has always servec as a certain signal for profess:ona! 
investors in the West: If even Soros starts bustling. there 1s 
serious risk of losing the niche that just formed on the 
market. Therefore, the influx of foreign capital in Russian 
industry undoubtedly will not slacken. 


It 1s another matter that foreign financiers do not always 
come here with te desire to promote the advance of 
Russian reforms or even to honestly increase avatiable 
funds. According to a true statement by one of the execu 
tives of Alfa-Kapital, “Russia is the largest offshore zone in 
the world: There are many taxes that no one pays.” It 1s 
probable that even aborigine ouc'nessmen woula not 
attempt to guess all the machinations possible in the 
sphere of capital investments (by the way, God instructed 
them to prick both the population as well as each other). 
Even the Procter and Gamble Company, which is con- 
stantly cited by GKI executives as an example of the 
beneficial influence of foreign investors promoting the 
growth of a Russian enterprise (the Novomoskoyskbyt- 
khim Joint-Stock Company), managed to have a charte: 
adopted at a stockholders meeting that is not tn compli 
ance with existing legislation, and 1s yet to start investing 
in production (as commonly known in November of last 
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year, it acquired 14 percent of the stock of the jornt-stock 
company with the promise to invest $50 million in its 
reconstruction over a period of tive years) 


The program for investments after voucher privatization 
stipulates that a winning bidder must make 20 percent of the 
declared volume of investments in the acquired enterprise 
within one month, Otherwise the results of the bidding are 
voided, It was specifically Goskomimushchestvo that genet 
ated the initiative leading to the preparation of the edict on 
responsibility for untair advertising (at present committee 
experts are preparing enforceable enactments concretizing 


that edict). Since the end of May, the European Bank of 


Reconstruction and Development, a paragon of impeccable 
reputation, began investing in the Russian economy 


In other words, even a wise man stumbles, and the rise in 
criminal activity among financial institutions should not be 
blamed exclusively on voucher privatization. [he Goskom- 
mushchestvo chairman ts certain that the success and scope 
of this campaign absolutely cover all the errors that were 
made by privatizers tn theory and in practice. It 1s worth- 
while. however, to look truth straight in the eve: Of the more 
than 19,000 ftormer state enterprises that went through 
voucher auctions or were privatized by other methods, only 
10 percent have been tully transferred to private owners. In 
all the others, however, the controlling (or a sufficiently 
large) stock package remains federal property. On the other 
hand, Goskomimushchestvo considers its principal achieve- 
ment to be the formation of a large group of private owners 
(they are the 40 million stockholders of enterprises being 
privatized, including winning bidders at voucher auctions 
and owners of investment fund certificates) 


Anatoliy Chubays 1s prepared to admit that in the first 
Stage of denationalization privatizers became too carried 
away with voucher auctions to the detriment of cash 
auctions and tenders. The postvoucher period confronts 
theoriticians and practical workers with an even more 
complicated task of swiltly transforming incompletels 
privatized facilities into ones that are more extensively 
privatized through the sale of their stock that ts still in the 
hands of the state while preventing the election of inves- 
tors who are dishonest (or incompetent) to the board of 
directors of new joint-stock companies. In the end, this 
meets the interests of such an ordinary stockholder as the 
chairman of Goskomimushchestvo RF as well. 


Problems of Experimental Gas-From-Coal Plant 


944004644 Moscow RABOCHAYA TRIBUNA in 
Russian 8 Jul 94 p 4 


[Article by RABOCHAYA TRIBUNA staff correspondent 
Eduard Mokhorov: “Rotten Brown Luck—Which by Itself 
Is Not New” } 


{Text} Tula Oblast—As early as in 1986, at the experi- 
mental plant near Tula, our scientists and specialists pro- 
duced synthetic gasoline and diesel fuel from brown coal. 
Foreign benefactors are ready to buy the experimental 
technolo. y—lock, stock, and barrel. We can sell it the 
cheap, of course, but then what will nurture the scientific- 
technical and economic might of Russia? 
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The History of the Issue 


Not too many people remember today that Germany 
entered World War IT without its own oil deposits. But this 
was a war of motors, The Vermacht’s tank and aviation 
might rested on the synthetic gasoline produced from 
brown coal. After the defeat of fascism, some systems for 
the production of liquid fuel were dismantled, the equip- 
ment brought to the Soviet Union and used for quite a 
while to produce gasoline. Then, during the period of the 
oil boom, it was considered ineflicient to produce motor 
fuel from coal, and the undertaking was abandoned. 


Not for long, however. The world energy crisis forced us to 
return to the idea of producing liquid products from coal. 
During the 1970's and 1980's, many countries, including 
the United States, Japan, South Africa, and FRG, began to 
energetically work on the old problem but this time on a 
new level of science and technology. The Soviet Union also 
began to build experimental-industrial systems of varying 
capacity for processing the coal into liquid fuel. The main 
designer of experimental plants was the institute of com- 
bustible minerals. 


Scientific Discoveries—We Were Always Proud of 
Them Later. Giving Scientists Money, However... 


Our design was principally different from the old German 
technology and modern Western analogues in that the 
hydrogenation process takes place under a relatively low 
pressure. Already in design solutions the designers man- 
aged to reduce the reactor pressure from 800 to 100 
atmospheres. This advantage promised the domestic tech- 
nology the potential for great capacities in coal processing, 
ensured reliability and safety of the process. 


The idea’s author—a famous scientist Andrey Krichko— 
was on the right track. On 23 August 1986, synthetic 
gasoline and diesel fuel were produced from brown coal at 
the ST-5 experimental-industrial system near Tula. Krichko 
began to implement his design when Kosygin'’s government 
was still in charge. The authority of the institute of combus- 
tible minerals’ director was high; all the doors opened to 
Andrey Anatolyevich. This predetermined the success of the 
promising research work. 


The year of 1986 did not become a year of triumph, however, 
and our country did not become the owner of the long- 
awaited coal Samotlor. Alas, science has nothing to do with 
it. It produced positive results. But the very attitude toward 
scientific research changed. As one specialist, who had 
worked at the ST-5 since its inception, told me, over the past 
few years in Russia not only the treasury became emptier— 
the moral standards of people dropped down—people in 
whose hands is the fate of new technologies. 


Since 1986 and to this day, experimental work continues at 
the ST-5: more than 1,000 changes were made in the 
technological regime. The process of producing synthetic 
oil 1s completely worked out here. By selecting proper 
catalysts, they were able to stabilize and considerably 
improve the technological regime, while the pressure was 
reduced from 100 to 60 atmospheres. Orc.rs for scientific 
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research began to pour in, including trom foreign compa- 
nies. In 1987 an international conterence was held at this 
plant. All Comecon countries expressed a desire to partic- 
pate in the completion of the project, they were ready to 
invest money both in scientific research and in building 
niore powertul processing systems 


In 1989. a well-known Danish company offered its services 
in financing further work. In 1991, Amoco Oil Co, (United 
States), which conducted similar research, invited a large 
group of our screntists and specialists to a scientific con- 
ference specifically devoted to the ST-5 system. Neither 
Americans went ahead with further and 
closer cooperation, however. The reason 1s known to 
anvone—the instability of political situation in Russia and 
the economic Crisis 


the Danes nor 


We Karn Dollars on Raw Materials. Instead, We Could 
Get Richer on New Technologies 


It was not of good Itfe that the authors and test engineers of 


the ST-S project turned for help to foreign benefactors. In 
ihe new Russia, where exchange speculations rather than 
science and production bring fabulous profits, an expert- 
mental plant for synthetic fuel production became simply 
an unneeded and burdensome expense line item for the 
budget. Those at the top simply do not care about this 
specific scientific problem. 


he experimental plant was left without financial support, 


which 18 needed inore than ever today, in the final stage of 


testing. Enterprise director Anatoliy Garkusha, despite 
financial difficulties, has many bold. promising projects, 
whose implementation will enable them to not only save 
the ST-5, but also continue testing at a qualitatively new 
level without major capital expenditures. 


S1-S was built for the purpose of working out technological 
processes and was designed for small-capacity experimental 
production. Specialists are convinced that after a small 
reconstruction this same system will be able to process 75 
instead of five tonnes of coal a day. To achieve this, an own 
boiler house working in a strictly defined regime is needed, 
as well as purification systems. This will enable the engi- 
neers not only to fine-tune the technology at a large-capacity 
enterprise, but only produce a commercial product. 


In the conditions of the current Russian market (or a parody 
of such), scientific results per se no longer are a commodity; 
gasoline and diesel fuel could help the experimental enter- 
prise’s collective to substantially improve their financial 
situation and stop begging for handouts for science. 


[his 1s the way out proposed by the management. There 1s, 
however, an alternative proposal—coming, of course, out 
of desperation: to mothball the ST-5 system until better 
times. After some calculations, the Rosugol [Russian Coal] 
ompany rejected this option. It turned out that to close 
down the plant temporarily by itself would require consid- 
erable expenses, and the same money could keep the plant 
going for two more years 


Thus, there 1s no money either for expansion and recon- 
struction or for temporary close-down. The cheapest solu- 
tion in thts situation ts, of course, to close the plant 
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altogether and Icet people go (there are about 100 persons in 
the collective), selling the equipment at the price of scrap 
metal. Neither the government nor the Muintopenergo 
[Ministry of Fuels and Energy] can bring themselves to 
such a decision, for which future generations will hold us 
to answer. 


Fatherland Is in Danger If It Does Not Need 
Pioneering Designs 

Having learned of the catastrophic situation of the exper- 
imental enterprise, entrepreneurs, representatives of pri- 
vate capital showed up immediately, offering their ser- 
vices. Many tempting proposals were immediately put 
forward. The Smirnofl-Vodka company, for instance, 1s 
willing to buy the ST-5 as is and set up production of a 
liquid commodity here—not synthetic gasoline from 
brown coal, however, but high-quality hard liquor. There 
are other commercial projects 


Someone wants to set up a flour mill here; someone wants 
to make cheese and sausage. An Israeli company headed by 
Lev Gubenko approached the management with a more 
serious proposal. The company ts willing to buy the plant 
and continue work on synthetic fuel, but without Russia’s 
participation. As they say, everything backwards: We buy 
your ideas at a price of scrap metal, and the gasoline, sorry, 
will be ours. Gubenko intends to set up a large interna- 
tional center for scientific research here and sell new 
technologies to Western buyers. As we can see, scientific 
achievement remains a lucrative and tn-demand 
commodity in the West—but not here. 


The deal quite possibly would have taken place. But here 
finally Russian pride showed itself: The Ministry of Fuel 
and Energy vetoed the ST-5 sale, reasoning quite fairly that 
the country expended a considerable effort on the scien- 
tific development, already has brought it to the final steps, 
and now, as usual, the prosperous Western Europe will 
reap the results. 


Patriotism is a positive trait of bureaucrats and Russian 
people of all walks of life to whom anything homemade is 
not alien. But love for forebears’ coffins, as well as for 
motherland in general, these days needs financial support. 
Leaving aside construction of the boiler house and purifica- 
tion systems, the people who worked at the experimental 
plan at a cost of personal sacrifice, despite all adversity, 
need to be paid salary—at least from time to time. 


It came to a point that the plant director, in the past a 
manager of a large production line at the Azot Combine in 
Novomoskovsk, is paid today a salary that is half as large as 
that of a garbage collector at today’s Azot. Friends and 
former colleagues invite him to come back, offer a good job 
and good salary, but Anatoliy Garkusha knows that if he 
leaves the plant now, the very next day the ST-5 will be 
irretrievably lost for Russia. Neither he nor his colleagues 
leave, and it is people like them who prop up our poor 
fatherland today. 


They manage not only to extend the life of their plant, but 
even conduct serious testing. They got actively involved in 
the problem of depth processing of heavy oil residue. 
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lhis is a topical issue: The United States, using to a 
considerable extent the experience of our Russian scientific 
research, extracts up to 75 percent of liquid fuel from crude 
oil, We extract only 60. Garkusha received miserly credits 
in the amount of RIO million from a large Russian organi- 
vation and conducted hydrogenation of oil residue on his 
system, As a result of joining the molecules of hydrogen with 
carbon, they extracted from tar 80 percent of diesel duel. 


‘re Was enough money for a one-time experiment. They 
eady to start the system for a monthlong run. Were 
certain of success. But then creditors began putting pressure 
n them. The neighboring mine turned off the heat supply 
because of arrears in payments. The testing never took 


ihe Kternal Questions of Our Reality: What To Do? 
Hiow Lo Live? 


have a lot of allies and defenders in the Rosugol 


mpansy. At the initiative of Rosugol’s top management 
\ieksandr Yevtushenko, first deputy minister of fuel 
gy of the Russian Federation, a technical confer- 

! a year ago. where the ST-S's fate was 

\!! leading specialists and scientists supported the 


mn of the experimental plant. The institute of 


erals expressed willingness to transfer the 

But soon the formerly powerful institute 
na brink of bankruptcy as well. Nevertheless, 
collected in Mosbass [Moscow Basin |-— 


\ Sto wts hook: 


mtributed what they could—for the needs of 


tal plant. This money enabled the collective 

for another year. They not only survived, but 
’ helped others 

Mas| s were on the verge of stoppage because of the 

ney to purchase technical oils. Garkusha collected 

d oils from all enterprises in the vicinity and processed 

ns svstem into a pure, ready to be reused, product. 

In the past. or] was dumped into the ground, polluted rivers. 

By | the little plant is ready today to process 

juantities of used oil and guarantees customers 


late {\: } t 


has to survive somehow. 


nd each one of us copes any way we can 
sha told me as we parted: “I gav- this cause 
When Minister Shchadov gave me a 
me to this job, he told me: ‘There 1s no 
importance and more promising for the 
than creation of synthetic liquid fuel.’ 


Pars yf ny ife 


‘al wy Sen mye 


i cannot imagine even today that all of this can turn 
ight into a rusted metal dump. The South African 


Republic, the Americans and the Chinese all have already 
up with us and leaving us behind. Western compa- 
n frequently utilizing our scientific research, offer new 
tec inologies and equipment for processing of bituminous 
leposits. brown coal, petroleum waste. And we are willing 
to pay for scrence-intensive goods with hard currency, with 
our row materials, while we could ourselves sell to the 
‘ntire world new technologies.” 

Perhaps. Anatoliy Garkusha 1s right? No man 1s a prophet 
nn own land 
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Scholar in Economic Sciences on Yeltsin Economic 
Edicts 

9441-10424 Moscow MOSKOVSKAYA PRADA 

in Russtan 30 Jun 94 p 12 


{Article by Boris Bolotin, doctor of economic sciences and 
lead scientific associate of the Russian Academy of Sci 
ences Institute of World Economy and International Rela 
tions: “However Many Edicts the President May Adopt, 
the Economy Can No Longer Be Driven Into the Cage of 
State Regulation’] 


[Text] Our president has one characteristic trait: He under- 
stands and recognizes that he grasps very little about 
economics. On the one hand this does him credit. On the 
other, the president is too ready to lend an ear to the 
opinion of people whom he takes for skilled economists. 
Worst of all, any of these people can persuade him, and he 
sticks to the opinion heard from his latest interlocutor. 


In respect to the latest edicts the common opinion of our 
institute in particular is as follows: Yeltsin 1s returning to 
the path that was recommended to him right at the start of 
his rule. At that time, lulled by Gaydar’s promises to get 
the Russian economy back on its feet within six months by 
price liberalization and the state’s self-removal from man- 
agement, he set this entire package of measures aside. This 
was partially explained by the opinion, which existed fora 
long time, that the state’s intervention vould signify a 
return to the former administrative system. Partially it was 
connected with Gaydar’s term as deputy prime m nister. 
The opinion was that in the eyes of the West this signified 
Yeltsin’s commitment to reforms. But subsequent events 
persuaded people that for the sake of the prospect of 
obtaining such assistance as the West 1s rendering us It ts 
not worth sacrificing the possibilities of an independent 
adjustment of the development of the economy. Of the 
creation, at least, of the appearance of the state still being 
able to return to management. 


Of course, this alone does not explain the edicts. A sense 
that without state control our economy will sink into the 
abyss altogether has appeared as of late. 


But I believe that the measures adopted by the president 
are practically useless—they are too late. The economy has 
already come to know the poisonous fruit of lack of contro! 
and the possibilities of management merely to one’s own 
advantage, without accountability to the state. The edicts 
will perhaps to some extent influence the overall business 
climate and determine certain details, but no more. The 
economy has already slipped out of state control, and it 
can no longer be driven into the cage. 


This has been proven by the failure of the attempts that 
have already been made. Take, for example, the presiden- 
tial edict of October 1992 on the check investment funds 
Specialists, from our institute also, included in tt every 
possible measure, taking advantage of the experience of 
overseas legislators, to protect the investors’ interests 
Recently those same specialists that took part in devising 1 
conducted a study. It showed that NOT ONE of the edict’s 
provisions are being fulfilled. 
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This attitude toward the law 1s explained also by the fact 
that at the time they were being devised insufficient thought 
was given to mechanisms of control and realization, And 
not only these 


Ihe Union of Industrialists and Entrepreneurs received 
drafts of the first six edicts on 21 May and a request that 
they be returned with comments by the 25th. Experts 
prepared serious observations, but all these edicts were 
adopted and published in the press on 23 May. Thats, the 
president did not even wait for the remarks from the 
interested parties. In addition, compared with the drafts, 
the final texts of the edicts were considerably worse from 
the viewpoint of legal competence. 


The two packages that have appeared are not the last, this 
1s perfectly clear. | know that approximately 20-25 edicts, 
which concern literally all aspects of economic life, have 
been prepared even now. We will be witnessing this decree 
activity until the fall, at least, and the latest package will 
appear once every four to six weeks. 


There 1s no doubt that the actions of the Russian president 
testify to good intentions. But are they not a utopia that 
affords him a certain indulgence in the event of a deterio- 
ration in the economic situation in the country? These 
edicts and those that follow them may also be seen as the 
first action in the election campaign. They are to create the 
image of a father of the nation, who 1s being hampered by 
lack of enterprise and, possibly, deliberate resistance 


All-Russian State TV Director on Protecting Own 
Interests 
9441-09974 Moscow SEGODNYA tn Russian 13 Jul 94 p 9 


[Interview with Anatoly Grigoryevich Lysenko, general 
director of the All-Russian State Radio and Television 
Company, by Sergey Fomin: “The Desire To Make Ser- 
vants of Us Is Ineradicable”’] 


| Text] Anatoliy Grigoryevich Lysenko was born in 1937. He 
began television journalism in 1957. Since October 1990, he 
has been general director of the All-Russian State Televi- 
sion and Radio Company. 


{[Fomin] A decree was issued on creating a television service, 
“on the rights of the department of the State Duma Staff.” 
Ihere will be, consequently, another state television com- 
pany. But the -'GTRK [All-Russian State Television and 
Radio Company] is ordered to provide the leaders of the 
Duma and the Federal Assembly, spokesmen of factions, 
groups and committees airtime on its channel... 


[Lysenko] According to this sort of logic, the next thing will 
have to be to set up “Government Television,” after 
that—*Presidential,” after that—‘‘Constitutional Court,” 
after that—"“MVD” [Ministry of Internal Affairs], after 
that—‘Federal Counter-Intelligence Office...."’ It would be 
Strange if the Duma itself did not get the idea of showing 
off for the taxpayers’ money. This ts included in the 
“basket of benefits. Well, in what way, ultimately. does 
the possibility of enjoying summer homes and motor 


vehicles differ from the satisfaction of showing yourself off 


on the television screen? And thereby carrying out an 


RUSSIA ” 
eclecuion campaign in the future. beca 
whole thing is—-interest. and Nee Wn) 
Western parliamentarian, torn 
he spends in parliament. is tn his ows 
travels around regularly. | realize that we fra lithe 
larger spatial expanse, and this means | 
a possibility of mixing with on he t 
sion screen, It will be nice tor 
showing one of ours!” Although | t tal | 


} 


voters will really remember for whom ed 


{[Fomin] The prescribed rules (15 on | facts 
spokesmen, 10 minutes for commiutt 
cent of the rules for showing cand: 
December pre-election 
equal, But how will you observe the 

what if someone gets the idea of Coming | 

a really sensible proposal, but his time has aiicady par 


Will he have to, well, ask the others to mat i, f 


CaMpDalyv! 


[Lysenko] Perhaps they will cast lots. Perhaps they 
draw up the schedule the way t! lo | mn 
apartment—who goes after whom to 
are for general use. After all, anyone 
out of this—open warfare. The par! 
will be moved outside the Duma. This is at ptt 
call out the country to a mass meet 
television. After all, there ire movemer ot 
represented in parliament, and what » happen t m 
What if there are noi 12, but 24 factions in the Duma’ © 
of 15 committees, 7 will not have introduced a single !a 
Perhaps the floor will have to be gi 
have already worked out something essential’ B 0 will 
determine now what 1s essential 1 what 1” 
Government H 


France there 1s a broadcast, the 
ministers sit there, the deputies sit th Phe de 

questions and the ministers answe Phe ty tor the 
questions ts fixed precisely, and the tin bh ‘ S 
fixed precisely. This goes on air live at about no | 
cannot imagine hour-long broadcast 
parliament hearings. In the evening ther 
the news when the journalists pick out 
questions and the “juicrest” answers. This 1s their prof 
sion. If one looks into this strange decree. to the quest 
as to why it Is necessary, one can predet 
deputy’s answer: “They give us too litt! mosure We 
have calculated that in the first 100 days of w f the 
Duma, about 250 deputies spoke R 
would be sinful to lay a claim from tt 

might suggest that the deputies wan betaarl 
erage of their work. You know. though. |! 

rule: never show how they make Sausa y | 
laws. This 1s a professional characteris! id 
casts surgical operations. It is doubt! 

have a better understanding of the VS tf vt] 
are passed. A link with the 
special office, and the deputy 
there, to film his appeal on a cassette and 


vorers i it j r f ePate 


7? | 
Will nave UU iT 


place where he was elected. to | ' 
television. “Give us time! I can 

and Shumeyko—they have the right t 
the state level. “For spokesmen of factions and § 
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nmuinules a month, tor a spokesman of each of the conmmut 
‘The trouble with that, though, 1s that 


fees— bo minutes 
we have already seen this. | think that one of the grave 
diggers of the Supreme Soviet was parliamentary televt 
\fter all. we do 


we have wrangling 


lon coverage, Fury came from the screen 
not yet, untortunately, have a policy 
| reported to parliament and told the deputies that if we 
show whatis happenine in the hall, it would be hard to find 
| more damaging to parliaments reputation 
ire unique people there, and these people 
vil beon the air all the time. Because those who are doing 
the work are not speaking. Here is Mr. [sakov, head of the 
Committee on Legislation, doing very active work, but not 


»go on television, The less a person works, the 


ting | 
more he wants to show himself off. The length of any 
discussion will now be increased five- or six-fold. Ther 
will be the possibility of “the lighting.” of showing: “Lads 
iow stern Lam! Remember how Chelnokov threw a 
lubays’ face? That voucher has gone through 
privatization, but where 1s Chelnokov? In fact, though the 


man did go down in history! 


fFomin}| The decree instructs the VGrE RK to \llot a 
specific time on the network for the television broadcast, 


Who will 


‘convenient for the population 


hat is convement for our populatior 
mine what time ts 
| | 1'Wh 


IC THOPMING TS 


nient Seven 
rating 
this “‘ftive-minutes of 


yCan Say What time 1s “Conve 
very convenient, has a very nig! 
Start the day with a good charge, 
‘alize that they feel that this 1s the thing that 

suntry most. It must be said. however, that 
of this opinion, interest in) political 
ograms 18 becoming increasingly less. If only, instead of 


atred i 
Interests | 


Drecise bye Cause 


fighting to appear on the television screen, the deputies 
pass laws, would comment on them After all, 

though. as itis, any new law 1s commented on immediatels 
in T\ din every detail. Moreover, we usually always 
try to give the floor to the opposing factions. It cannot be 
ud that we show only the supporters of the democrats. | 

im not talking about Zhirinovskiy, this 1s an event that 
proaches the genre of the theater, but, let us sav that 


iganov appears on the screen more often than Gaydar 
Perhaps he speaks more actively at the Duma, perhaps he 
is simply more active by nature than the others. He. 


j 


ncoidentally. understands the meaning of relations with the 


mass information media. But now it 1s mandatory to show 
him—yjust try not showing him.... This 1s what “reflecting 
life’ means.... tis an awkward thing.... They still reproach 

You are not taking our pictures the right way. That's 


the Wrong viewpoint, you are ‘pulling out’ the sentences 

ing.’ All the same, though, this 1s the journalists’ 
vont-——to quote. Speak so they can’t misunderstand you 
lhere are deputies who have a hard time distorting an 
idea. and there are some who have a hard time finding the 
meaning, without distorting common sense 


[Fomin] One point of the seventh decree proposes showing 
deputies “in the creative form that they select: interview 
} 


‘Lysenko! [can imagine a touching picture. the chairman 
faction comes and says: “With me—a | 5-minute 
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asmile, in 
give me an admiring look. Here you can shake 
your head at those discussing.” Or: “Organize a ‘round 
table’ for me! Get so-and-so for it, | want to say a few kind 
words to him, and so-and-so and so-and-so. These should 
support me, those—won't.”’ 


interview, Here are the questions, At this spot 
this one 


{[Fomin} At one time the program Vremya was instructed 
on whon, and how often to show 


[Lysenko] Even Suslov did not have the sense, though, to 
write them out. Well, suppose—the general secretary 
alone, the general secretary with the chairman of the 
Council of Ministers, then—-the secretaries of the krays, 
ind then—the whole pano’ iia. [tis the same thing here 
After all, the chairmen of subcommittees demand the 
airwaves after the chairmen of committees. Then the 
question arises: “Why does the leader of the wisest and 
largest faction have as much time on the air as the directors 
of some lesser faction?” But not a single authority ina 
single country has ever been satisfied with his image on the 
television screen, except those of the totalitarian state. The 
desire to make us their servants 1s undying. This will no 
longer be, though. Imagine: they twist our arms and make 
us do these broadcasts. At that moment, the Duma disap- 
pears from all other programs. You, lads, have your own 
little preserve, you go play over there. Because the action 1s 
alwavs equal to the counteractlon—why must there be a 
confrontation? Populism is an ineradicable moving force 
of our politicians. 


[Fomin] Then what will the RTR commentators deal with” 


[Lysenko] They will be a “watershed.” They will do the 
same as they do on the “Parliament Hour.” Young men 
and women immediately showed up there, and began to 
talk about the “so-called democrats,” and gazed admir- 
ingly at Comrade Baburin. Well, all right, he really 1s a 
handsome man. At first we said: “This 1s your affair. we 
won't interfere.” Then the wrangling began. 


[Fomin] It turns out that one television company will 
strive to become more “state” than the others. 


[lL ysenko] We are all state companies. But one will be more 
‘parliamentary.’ Does this mean that the other will be 
more ‘government’? And the third—more “presiden- 
tial”? Internal dismantling cannot be tolerated on the 
airwaves. The people must be taught this. Everybody go to 
a mass meeting! I can understand and even support the 
creation of a parliamentary office which films an entire 
session. Taking material from this office, though—is a 
matter for journalists. They say to me: “But in America— 
there 1s a whole parliamentary ch~ wel...’ There 1s, but— 
it is a cable channel. Remember what happened in 
England: “Do not allow television into parliament!” To 
this day there is a battle going on, even though only 
automatic cameras were set up there. I talked to members 
of parliament there—they are categorically against tt 
because it destroys their work. Even visitors destroy 1t 
because the parliamentarians inevitably begin to work “‘for 
an audience.” 
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Prom | The decree orders thatitus VOIR TK Isa thal is to 
Hlot time on the network for its broadcast “in the execu 
tion of Section 2 of Article LOO of the Russian Federatior 
Constitution 


(lL ysenko] They do not have the rght to do this! | have 
onsulted lawyers, aid this decree does not have mand 
hk that in Section 2 of Article 100 of 
the Constitution, to which it alludes, its written only that 
meetings of the Federal Assembly can be both open and 
ised. and for them to be closed, two-thirds of the votes 


That's all! 


tory foree. Tt turns 


must be gathered 


Fomin} At the same time, it was revealed that the money 
allotted to VGTRK from the budget 1s enough only to ensure 
five t cen hours of broadcasting a day. The conclusion 
nevilably arses that they propose to take away from you the 


unds to broadcast their parhamentary television 


lL ysenkol T wouldn't combine these two pieces of news 
With them, this money goes in the column, “maintaining 
le organs of authority,” and no one counts it there. Phat 
inecdotal sum of money that they invested in us at the 
heginning of the vear stays as it was. Perhaps we will have 
to operate on alternate days. Perhaps two hours a week 
Sut let ous 


T¢ I aS d for 


Fine, let us 
About && percent of the money 


They tell us: “Let us economize 
1) So () tr up 
‘evision 1s appropriated by the Ministry of Communica 
ions to service the gigantic network of satellites, ground 

tems and distributing transmitters. Only about 12 per 
entis strictly, tor program production. Just tmagine what 
e will broadcast for these very five to seven hours. Afte: 
system cannot operate 


though. t] communication 


five n hours a day. Its turned on continuously. 1t 1s 


tits under operating or restricted conditions. The 


eT for power are the same, and the people serving it 
ha » get woges. Incidentally, if this network 1s in 
Y than 14 hours a day, 1t begins to operate at 
alos 1foreven ftewer—it dies. Since this network must 


tt perish, this means that in order to preserve tt, the rate: 
Phis means that we 
much for five hours as for 14 hours. well, perhaps, 10-12 
Thats, the network will be the same as it was 
hut what it shows, God alone knows 


\] } et hy la sed will still pay US 


There 1s a question, 
which interests me: where and in what 
1 will the social power of the people. who have nothing 

to watch in the ‘xpress itself? Why 1s this 
Mexican “labuda” so popular with us right now? It is 
i}yming medicine. uniquely seductive. And this ts a hint to 
the TV producers-—-that’s enough of your excitement 
[hey introduced an additional fee of 3 percent to support 
the agro-industrial complex. | figured up that, in order to 
pport us along with culture, twill take a fee of O.1S-0.2 
percent, well, 0.4 percent, for the added-value tax. No onc 
ce this, but the people themselves will pay for 

iltural services. TL understand the Ministry of Finance-—it 


ipart from that 


evenings 


4 


s harrowed by: “Give, give, give!” There should be a 
political decision. Who should make it? Parlrament? But tt 
is interested only tn how it wall look on television. “A 
profile view ts better, but in general make me look heroi 
ind manly.’ The government? But it 1s so stopped up that 

can in no way determine what it 1s to do. The President? 
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But for some reason the President and his entire st tui 
remember us only in the days of all kinds of re ullons 
and other uphe wal 1 hye beck ral Inform mon Service | 
yreauy respect the pe pri who head it. but there are only 
two people working on the staff there. So who? The result 


Vl] this leads to one SIMp thing a break 
Although, © od knows, | 


not among the admirers of the former Gosteleradn 


1S NO ON 


down of the television system 


fhomin}| Should the sttuation perhaps be evaluated as a 


contlict between the “fourth power” and the other t 
[Lvsenko] You know, Hf and Petrov had this story about 
strange man. Evervone thought “Perhaps. he ws too wa 
perhaps he does not think tke the ordinary man? Why ish 


Hut perha hye 


Standing ovation 


o Strange?” And suadenly someone sata 
simply a fool Vnd evervone pave a 
feeling that everything that ts 


Imply the result of the mability t 


hy we 


happen 
political struggle. but 
think things out. Everyone realizes that the fourth powe 
must not be taken out of our lives One can mak menemy 
of at. but Edo not beheve in the madness of the politicrans 


who determine to resort to this. Show me such a politician 
there is no such politician, ir else he as not a politician 
Even dictators start by p! ving games with the press at thre 
beginning 

{Fomin] Are there perhaps structures interested in taking 
up time with ther programs, time which would be treed 
after broadcasts on the second channel at riailed 


(L ysenko] [do not think that there are structures capable of 
130) | 40) million per } ya MSsting h iT \ fy 7 


paving 
| Dubl svstems. If only we curtail then 


there are stl th 
total might fit into the sum allotted us. All right. we , 
broadcast to Yakutia, but will begin serving on 
Pepi } Yes there ISNT\ HNul N | \ 1) S toy ase ninat 


signal only along imexpensive Cla itt whic! 
approximately the Furopean part of th UNI 

Fomin] But can vou not consider this decret 

tone’ in the attempt to pass a jaw on regulating the 
relations of the SMI and the power structures? A negative 
attitude has formed toward its draft. at least amonp the 


journalists. The decree ts seemingly nota law. out it must b 


‘xecuted 

(1. vsenko] That 1s. regard this as an attempt t 0 
lournalists toward the passage of this law? [ts posstbl 
do not think, though. that this was an attempt! Yay fay 
thead. A law does not greatly ditfer from a de Unto 
tunately. there 1s one trouble: a law or a decre C18 all 


yushed thr ugh for spec fic people 


Pension nd Deputy Chairman on Role 
944h JOS? Mi M EKONOMIKA TD ZHIZN in Ru 
Ay) ) Jui] G4 nr ») 


[Article by Yu. Khloblev, f) 
hoard of the RF Pension Fund 
Development St: itegy) | 


yt de pully chairmar { th, 
“Russia S Pens 7 f nad 


i Text] We will not discuss in detail whether in our country 
pensions are big or not. There are quite many evaluations 
apropos of this. As a rule, they are based only on the social 





16 RUSSIA 


aspect. Undoubtedly, this is important, However, the chief 
thing is not to disergage ourselves from the general eco- 
nomic and financial policy conducted in Russia. After all, 
this ultimately determines the pension level. We must not 
forget that the existing pension system represents the legacy 
of our previous development on a collectivist basis. It affects 
the vital interests of more than 36 million pensioners. Here, 
as nowheie, a sober calculation and careful consideration 
are needed. 


Today Russia's pension funds, systems of bodies for social 
protection and postal communication, and savings banks 
ensure the realization of the pension rights of Russia’s 
citizens (except the military). 


Russia’s Pension Fund evokes special interest among 
many people. This is understandable. They assume that it 
has vast financial resources, with which it operates. 
Demaids to investigate where they are spent are heard 
more and more often. It appears that this is the conse- 
quence of the fact that the special social significance of the 
fund’s activity, unfortunately, has not yet received wide- 
spread publicity. On the other hand, the Pension Fund 1s 
not yet 4 years old. 


Let us recall that quite recently, for example, 5 years ago, 
the amount of the insurance rate and the volume of 
insurance deductions spent on pensions were of no funda- 
mental importance and worried hardly anyone. And not 
because previously things were stable and now they are 
not. Everything was simpler: When there was a shortage of 
social insurance funds for pensions, the state budget added 
them. Since this was connected with the budget deficit, the 
possibilities for the development of the pension system 
were always decided according to the residual principle. 


In order to get away from this faulty practice, with the 
introduction of new pension legislation it was decided to 
establish a mechanism for the collection and accumulation 
of funds so that the pension system may exist and develop 
irrespective of the condition of the state budget. 


Russia’s Pension Fund, which 1s authorized by the state to 
establish an economic basis for pension payments irrespec- 
live of where pensioners live, serves these purposes. It 1s 
well known that, owing to various socioeconomic condi- 
tions, in many of Russia’s regions (now almost 60 territo- 
ries) the collection of insurance contributions does not 
meet “internal” needs for the payment of pensions. Only 
owing to the centralized structure of the Pension Fund, 
which 1s free from local influences, is the redistribution of 
funds from conventional donors into subsidized territories 
possible. It 1s especially important to take this circum- 
stance into consideration now, when the solution of many 
socioeconomic problems ts transferred from the center to 
localities. State guarantees of the right to a pension estab- 
lished by the federal law must be equal for all pensioners 
and, naturally, be ensured at the federal level. 


Without the Pension Fund, especially under conditions of 
the intensifying financial crisis, even what was done in 
pen“ion security would hardly have been possible. Inciden- 
tally, according to evaluations by experts of the Interna- 
tional Monetary Fund, who are familiar with the work of 
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the Pension Fund, its activity regarding the collection of 
insurance contributions is considered more efficient than 
the collection of federal taxes. This 1s also contirmed by 
practice, 


(Jndoubtedly, there are also shortcomings-—and not only 
those caused by growing pains—in the activity of the 
Pension Fund, The iesults of the audit carried out by 
bodies of the Ministry of Finance and of the State Tas 
Service of the Russian Federation last fall showed viola 
tions, which occurred, in particular, in the formation and 
use of extrabudgetary receipts in the fund, as well as of part 
of the (previously) temporarily available insurance funds 
in the application of tax legislation 


One can view the activity of the Pension Fund in different 
ways. However, it 1s inadmissible to try to derive political 
capital from this. Unfortunately. there are more than 
enough speculations and conjectures with regard to the 
Pension Fund. 


For example, not long ago the Ministry of Social Protec 
tion announced tts lack of understanding: Why does the 
Pension Fund give funds for an a. erage pension of 50,000 
rubles, whereas according to the ministry's calculation tt 
can be 80,000 rubles? 


The economic weakness of such a thesis could have been 
ignored if this had not created an unnecessary illuston 
among pensioners. In addition to the ability to divide. 1t15 
necessary to understand existing realities; for example, the 
difference between the planned and the credited wage fund 
and between paid wages and the actual receipt of msurance 
contributions in the Pension Fund. 


With regard to the real situation with the finances of 
pension security, it is now very strained. And not because 
the Pension Fund did something with them, or began to 
collect them inefficiently. There are objective reasons. 


On the one hand, the expenditure part of the fund's budget 
Is growing at outstripping rates. For example, in 1993 
alone the number of recipients of labor pensions increased 
by 730,000. The natural growth of the average pension 
makes up 2.7 percent per month. In addition to expendi- 
tures on the planned compensation (indexation) of pen- 
sions in connection with the rise in prices, the decisions on 
granting a pension increase to all rear workers (born before 
| January 1992), on raising pensions granted before | 
January 1993 through the application of the correction 
factor of 1.8 to wages, on the basis of which they were 
computed, and so forth required substantial additional 
expenditures in 1994. 


On the other hand, the revenue part of the Pension Fund's 
budget 1s formed with a smaller result as compared with 
evaluations. The fund most directly feels the consequences 
of the present crisis and of the avalanche-like decline in 
production, when wage payments are withheld at 30 to 40 
percent of the enterprises and, consequently, there are no 
payments into the Pension Fund. Therefore, the possibtl- 
ities of pension payments are also limited 
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In the first quarter of the current vear alone the deficrencs 
Irance contributions made up 23 percent, In May the 
ft overdue debts to the Pension Fund 
y trillion rubles 


Ol inst 
total amount 


reached 


Linder these conditions the Pension Fund conducts quite a 
tough poliey of mobilization of resources tn order to ensure 


the payment of pensions, including the application of 


financial sanctions in established cases. It 1s forced to do 
this. despite the dissatisfaction of enterprises, and not 
because it does not want to take their financial situation 
The point as that, in contrast to taxes, 
urrent receipts in the funds are assigned for current 
payments re, We cannot go against pensioners: 
interests and make a compromise with pavers of insurance 
contributions. who more and more often raise the question 
ofa deferment of and sometimes even of exemption from 
payments. To meet the tnterests of one or dozens of 
of an individual oblast or even of a whole 
means to create a threat of a disruption of payment 
represent the only source of livelihood 
for many pensioners. We have no doubts as to the choice of 


into consideration 


Lheret 


enterprise 
yECTOI 


Ppensions, wht 


ft owever, the situation also becomes complicated by the 
separatism of local authorities. After the Pension Fund was 
placed under government authority many subjects of the 
federation considered it possible to encroach upon the 
administration of federal property and, in particular, of 
hey outdo each other in adopting 
decisions, for example. on the use of funds received in 
orial bodies of the Pension Fund for their own (even 
if good) purposes—the elimination of the consequences of 


the fund's resources 


in accid ind the establishment of stabilization funds. 
Despite existing bans, including on the part of the govern- 
idministrative zeal with regard to the Pension Fund 


is manifested in Khabarovsk Kray 


and Tomsk and other oblasts 


Udmurtia, Buryatia 


of these regions are not aware of the 
‘nces, especially where “their own” 
‘clions are not sufficient to ensure payments to 


Probab \ Manage4#rs 


Ossihble so lal onsedt 


ple say that the Pension Fund should report how 
pends pension funds, they overlook one circumstance. 
as noted, the fund collects insurance 
and finances social protection bodies (at 


is that 


ntributi Ss 


\ 


their requests), which grant and pay pensions 
(yf irse, there are also expenditures connected with the 
t activity of the fund itself. Expenditures on the 


f work on the organization in the Pension 
Fund of a state bank of data on payers of pension contri- 
butions (naturally, it 1s impossible to work without this), 
the d-velopment of the fund’s material and technical 
repairs, and so forth), and on the mainte- 
ince of the central apparatus and regional departments 
make up less than | percent of the total expenditures, 
which in 1994 are planned in the amount of 38.4 trillion 
rubles. Such a need for the tund’s “own” expenditures 1s 


hase (butidings 
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minimal. Naturally, it is substantiated and, along with 
other indicators of the fund’s budget, 1s subject to approval 
legislatively, 


In the rest, however, insurance contributions are spent 
outside the system of the Pension Fund. And here many 
liberties are taken. A significant part of the insurance 
contributions is used groundlessly 


For example, working pensioners, who have an allowance 
for dependents, in violation of the law receive overstated 
pensions from social protection bodies everywhere. Man- 
agers of some social protection bodies practise the adop- 
tion of illegal decisions involving mass overpayments of 
pension funds. I assume that in life clashes between social 
expediency and legality are possible. Unquestionably, 
however, this contradiction must be resolved in favor of 
the latter. Mercy cannot be unlawful. 


The practice of agreements between communication enter- 
prises and social protection bodies on a division of funds 
earmarked for the payment iu. services for the delivery of 
pensions financed by the Pension Fund from insurance 
contributions (4 percent of the paid pensions) is widespread. 
Where this 1s possible, up to 25 percent (and sometimes 
even more) of the sums due to the post office are transferred 
to the social protection system, where they are used for 
nonpension purposes—-often for the payment of bonuses (it 
1s interesting, for what work”). If we take into consideration 
that in 1994 more than | trillion rubles are earm irked for 
postal services (1 remind you, from insurance contribu- 
tions), we can imagine the volumes of their use not for the 
specified purpose. And this under conditions when the 
financing of the pensions themselves proceeds under the 
greatest strain 


The following question arises involuntarily: If the allo- 
cated funds are unnecessary for communication workers 
(since they give them back), perhaps they should be 
reduced and the difference should be assigned for an 
increase in pensions? Or we are too rich a society if we 
close our eyes to such wastefulness 


Unfortunately, the Pension Fund for now ts deprived of the 
possibility of directly affecting the introduction of proper 
order and strict financial discipline during the granting and 
payment of pensions. The Ministry of Social Protection 
considers this its prerogative. However, thus far (obviously, 
owing to the fact that it is overloaded with other problems) 
departmental control has not been organized in it. The 
ministry does not conduct checks on the correct granting 
and payment of pensions in localities, including with regard 
to the use of funds for these purposes 


Under conditions of the strained situation with the 
finances of pension security the losses caused by the 
existing organization of pension financing are also unfor- 
givable. Today funds go from bodies of the Pension Fund 
to social protection and from there to communication 
enterprises, or to savings banks at oblast and rayon levels 
The passage of financial channels through various banks 
servicing these bodies requires a certain time. Hence, there 
are a minimum of two problems 
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On the one hand, in connection with such a scheme the 
Pension Fund should have available circulating capital in 
excess of the monthly need—for advance payments for the 
following month with a view to ensuring a regular payment of 
pensions, On the other, money en route has the habit of 
“hanging.” 


It should be kept in mind that the level of the rate of 
insurance contributions paid into the Pension Fund also 
depends to a significant degree on this (advance payment 
procedure) 


A conclusion suggests itself. It is necessary to eliminate 
superfluous links in the financial chain (this is where the 
economic reserve 1s) and to combine all functhons—from 
the collection of pension funds to their expenditure—under 
one roof (which will make it possible to change over to 
financing for the actual need instead of advance payments) 
Incidentally, the Edict of Russia's President on the Estab 
lishment of an Independent Pension Service contains pre- 
cisely such a decision. However, after the signing of the edict 
a pause occurred, which has lasted for an entire year 


Of course, all the complications of the proposed reorgant- 
zation cannot be demed. Serious preparation is needed. 
However, the deadlock in the present organization of the 
pension system must also be seen. 


IJnfortunately, instead of searching for constructive solu- 
tions, many of those who seemingly are engaged in the 
pension business professionally, in fact, wage a campaign 
to discredit Russia's Pension Fund 


Many problems of pension security are due to the fact that 
the view of pensions as an appendage of the social protec- 
tion system exists in society officially and unofficially 


Yes, the pension represents a payment of a social nature. 
However, in no way can it be considered a social assistance 
measure (1 do not talk about social pensions). With the same 
success it can be said that wages represent social protection. 
A pension 1s prescribed without fail to a person who has the 
necessary length of service, irrespective of his financial 
means. In contrast to this, social protection should be based 
on the principle of need. When the pension is small and 
there is no other income, then it 1s necessary to decide 
whether this pensioner needs social support or not 


If we proceed from the understanding that the country 
cannot be transformed into a vast soc.al security, when the 
population counts on social benefits, and if we understand 
that the pension system and the social protection system 
objectively solve various problems, the need for changes in 
the organization of the pension business. including for 
reasons of an economic order, 1s obvious 


Metallurgy Official on Industry's Status, Future 
Prospects 
94941-10454 Moscow PRAVDA in Russian 13 Jul 94 pp 1, 2 


{Interview with Metallurgy Committee chairman Serafim 
Zakharovich Afonin by Aleksandr Chernyak;, place and 
date of interview not given: “The Future Rests on the 
Shoulders of the Steel Giant’} 
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[ Text|Seventeen July 1s the traditional holiday of metallus 

gists. PRAVDA has already discussed the situation | 

which it has found itself. Our correspondent attempts to 
peer into the sector's tomorrow with the help o! 
chairman Serafim Zakharovich Afonin 


OMmMMmitte 


(Chernyak] Serafim Zakharovich, first of all, first let ov 
extend my best wishes on your holiday 
have this question: The first stage of privatization ha 
come to an end. In whose hands 1s metallurgy today” 


and secondly. | 


[Afonin] Thank you for your holiday wishes. As for tt 
sector, 1U§ notin anyone’s hands in particular. As of | J 
over 80 percent of fixed capital was under the ownership 
stockholders, with the state retaining possession of about 
20 percent 


[(Chernyak] How do you feel about this? 


[Afonin] What needs to be done with metallurgy today 11 
order that it could continue to be a basi 
national economy 1s beyond the means of the state. Prod 
ucts must be competitive not only in the 
in the foreign market. And for this to happen. the sector 
must be reequipped. But we find ourselves walking around 
with huge lead weights on our arms and legs. Pm referring 
to the extra outlays associated with higher energy content 
material content and labor outlays. All of this needs to be 
resolved, which requires something close to $5 billion 
annually. The state doesn’t have this kind of money today 


sector of the 


domestic but. 


At the same time metallurgy needs investments as much 
man needs air. With such tuvestments, the new operations 
would be able to make better use of all of the things thes 
have inherited. They are property owners, after all. This, | 
repeat, is an area of unexplored possibilities 


I must say with all responsibility that production ea 
tives and practical workers know how to surmount the 
crisis. We have the supplies and raw materials. we have the 
plants and equipment. We have the people. ready to do 
what needs to be done. In short. we have all of the 
possibilities for solviig all of the problems of quality and 
quantity, competitiveness, and ecology, and for improvins 
labor conditions over the course of 6-7 years. A strong 
Russia will be resurrected with resurrection of metallurgy 
This 1s what I believe! 


{Chernyak] But they say that the metallurgical sector ts too 
large. It is the product of an old disease of ours 
gigantomania. We have built huge plants, ‘ve are producing 
a large quantity of metal, but mildly speaking. its qualit 
leaves something to be desired. We are selling it at bargarn 
basement prices. Some people are clamoring to shut down 
the plants, to produce half the products with quality twi 
greater. 


[Afonin} Yes, we need to dramatically improve quality. | 
have already talked about this. But the quantity of metal 
we are producing 1s low, very low. For a country like 
Russia to produce 35 million tonnes of rolled metal ts ver 

little. Russia, with its enormous territory. and with it 

population of 160 million, produces 35 million tonnes of 
rolled ferrous metals. while tiny Japan produces around 
100 million tonnes. An even smaller country, South Ke rea 
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produces 34 million tonnes, while the USA’ produces 
around 700 million tonnes of rolled metal. 


That same South Korea produces tts 35 million tonnes and 
at the same time exports 5 million tonnes, while the USA 
transforms it into 100 million tonnes of products. These 
products include all kinds of machinery and airplanes, 
machine tools and nails—literally ali kinds of goods. These 
goods ultimately represent the country’s gross national 
product. So if we really want to live better than in the past, 
we need to deal with the metallurgical sector seriously, we 
need to revive industry. This 1s a basic truth, an economic 
law. 


{Chernyak] All the more so because around 6,000 indus- 
trial enterprises are already standing idle today in our 
country. As was figuratively noted in a letter to the 
government from metallurgists, the railroad ties of the 
Baikal-Amur Mainline and of other rail mainlines are 
becoming overgrown by weeds. And it’s still early in the 


day. 


{[Afonin] We need to determine the priorities of the econ- 
omy’s development right away. Everything begins with a 
simple thing—money. The priority of investments must be 
determined. As I see the problem, we need to begin with 
housing construction. Russia's housing fund ts very poor. 
There are no amenities in the towns, there are no roads. 
‘When the individual has his hearth, the country will have 
everything it needs, and the economy will begin 
functioning normally. 


[Chernyak] A new rolling mill was recently started up tn 
Magnitogorsk. You were there at the ceremony. Can we 
view this good news, so rare these days, as a first swallow, 
one which, while not making it spring, at least heralds tts 
arrival? Can we say it 1s a sign that there are still good 
things to be found in the sector. that new joys are yet to 
come? 


[Afonin] New output capacities are in the wings. Not 
many, but they are there. And it’s a good thing that there 
aren't many of them, because the problem today 1s not so 
much that of building new output capacities. as of 
renewing the old, of breathing new life into existing plants 
and works. A good foundation ts being laid in thts aspect, 
and new production procedures are being introduced. For 
the most part, they are better than they were 3 years ago. I 
should note that in the last 5 years what has happened tn 
production of steel and aluminum in world practice has 
literally been a breakthrough. 


[Chernyak] Have we fallen substantially behind in this 
area? 


[Afonin] You know, there was a time when the Japanese 
seemed to stall at the starting line, but then they quickly 
gathered momentum, and reestablished their metallurgy. 
We are experiencing the same situation today: We are 
gathering momentum in restructuring the metallurgical 
complex. Having assessed the situation, every enterprise 1s 
now itself developing its own plans for reequipment, and 
putting thought into what must be done 1n order to achieve 
a worthy place in the market. 
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{Chernyak] Thinking 1s good, but where’s the money to 
come from? 


{|Afonin] We'll earn it ourselves. We'll take loans on future 
products. We'll persuade bankers that their investments 
will be recouped quickly. This 1s precisely the approach 
being taken in Magnitogorsk, by the Stoylenskiy Mining 
and Enriching Combine, and many other enterprises. We 
are also hoping for support from the state. 


[Chernyak] Serafim Zakharovich, in the course of our 
discussion we've grazed the problem of the quality of 
Russian metal several times, but we've never discussed it 
head-on. They say that we are selling it in the world market 
at cut-rate prices. 


[Afonin} Well, so let’s talk about this. In terms of its 
operating characteristics our metal has a good reputation 
in the market. And we are selling it at normal prices. I just 
returned from America, where I once again persuaded 
myself of this. But what we lack is the art of packaging our 
products. 


{Chernyak] So how 1s metal supposed to be packaged? A 
hunk of pig iron is nothing more than that! What are you 
going to do. wrap it in aluminum fo1l? 


[Afonin}] Come now! Metal products are more than just pig 
iron! To be more accurate we Sell all kinds of things, from 
pig tron, chunks of aluminum and chunks of raw copper, to 
materials with prescribed, specific properties. When it 
comes to flat rolled metals, we produce metals with thick- 
ness measured in microns; we produce all kinds of things— 
metals taking the form of girders to wires that aren’t even 
comparable with a human hair, wires many times thinner 
than the latter: We produce many metals with special 
properties. Moreover, these metals are the kind that you 
can’t find anywhere else in the world anymore. 


[Chernyak] You mentioned that you recently returned 
from America. You probably had a possibility there to 
compare Russian and American metallurgical works. In 
whose favor does the comparison fall? 


{Afonin] On the whole, we don’t look bad. I was able to 
communicate with colleagues, and with financiers. I spoke 
at a conference titled “Survival of Steel-Casting Industry 
in Modern Conditions.” 


[Chernyak] You mean this question 1s also being discussed 
on the world scale? Why 1s steel-casting industry dying 
out? 


{[Afonin] There are many reasons. Conditions are 
changing, needs are changing, a demand for new materials 
is arising. The state and viability of a given sector 1s 
evaluated on this basis. Assume for example that the 
demand for various structural materials is growing today. 
Structures made from aluminum and ceramics are offering 
increasingly greater competition to materials made from 
steel. The world community must make ts forecasts under 
these conditions, and determine how much steel will be 
needed. The discussion proceeded in general terms. While 
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today’s situation was a topic of evaluation from the 
standpoint of produc: 'on procedures, effort was also made 
to look into the future 


We also discussed civilized behavior in the metals market. 
There is a need to consider to how much metal the world 
economy will demand, and how this will effect the ecology, 
and which region will enjoy the greatest demand. America 
and Europe are carefully watching to see that no new 
production operations are created, because they would be 
superfluous right from the start. I think that we also need to 
base ourselves on these principles. Before thinking about 
new Output capacities, we need to look again and again at 
how old capacities are being utilized. 


(Chernyak}] Serafim Zakharovich, you said that only 20 
percent of the capita! in the sector belongs today to the 
state. In such a case, what 1s the role of the Metallurgy 
Committee, a structure that 1s purely a state structure? 


[Afonin] We do not interfere. like in former times, in 
production activity. And that’s good. It 1s easier to see at 
the plant than in Moscow what needs to be done specifi- 
cally in a particular shop. But as for creating Conuitions on 
the basis of the interests of the national economy, and 
developing strategy, that’s the jub of the committee 


We prepared a federal program of technical development of 


metallurgy in Russia in 1993-2000. It was approved by the 
‘overnment. The program essentially calls for restructuring 
detallurgy on the basis of resource-conserving and ecolog- 
cally clean production operations that would ensure high 
quality of metal products, a decrease in energy and labor 
outlays, reduction of harmful effects upon the environment, 
and reinforcement of the raw material and mineral base. 


Our staff'is very small—there are only 225 persons on the 
committee, and they have to keep their eye on 920 
enterprises of ferrous and nonferrous metallurgy. | repeat, 
ail of the committee’s activity is based on deep analysis, 
prediction and recommendations. 


{Chernyak] Does this mean that you contro! absolutely no 
administrative levers? 


[Afonin] How so? There are different kinds of levers, after 


all. It might be said that we don’t have control over those of 


a command economy, but there are many other kinds. We 
place a high value on mutual understanding with enter- 
prises, with their leadership. That’s the main thing. The 
local director can see much better what needs to be done. It 
he begins to travel in the wrong direction. and begins doing 


the wrong thing, we give him guidance. We give him all of 


the information about what 1s happening in national metal- 
lurgy, in world practice, so that he would not lose his way. 


[Chernyak] What if he doesn’t listen? 


[Afonin] We set him straight. Today. no enterprise in 
metallurgy can survive without state support. Determining 
the extent of this support, and the entity to which it should 
be rendered first of all, 1s aiso a job of the committee. 
There are also economic levers of influence upon the 


sector. 
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[(Chernyak] Who appoints directors today’? The 
committee? The Council of Ministers? The president? 


{Afonin] A director 1s appointed by the board of directors 
of the enterprise or joint-stock company itself, Because the 
sector's enterprises are large, and they play an enormous 
role in the development of the national economy, naturally 
the committee, and the government as whole, have a stake 
in who heads them, and therefore we doubtlessly exert an 
influence on this process. We engage in Consultations and 
negotiations. We act exclusively through the force of 
authority. Ultimately the last word 15 spoken at the stock- 
hold. rs’ meeting. But because the state owns a part of the 
enterprise's stocks, the chairman of the committee and his 
deputies take part in electing the director. Lam personally 
satisfied with our relations with the director corps 


(Chernyak}] From what I know, the other side 1s satisfied as 
well. But in what wav has the directors corps been 
renewed in recent times? 


[Afonin] Renewal 1s ongoing. There's a new director at the 
Magnitka concern—Anatoliy Startkevich. Before this. he 
was the chief engineer. He 1s a highly qualified person, and 
a deputy of the Federal Assembly. He replaced Ivan 
Kharitonovich, who died while still holding the reins. He 
served as director for over 5 years at the Tagil works, and 
more than 15 years at Cherepovets. The picture we see at 
the other enterprises is approximately the same 


I feel that we have a strong director corps: It’s not a young 
one, but it’s not conservative either. The people have 
adapted to the new conditions, they have come to under- 
stand the essence of market relations, and they are acting 
adequately. There are of course those who haven't yet 
found themselves completely. We're he!ping them 


(Chernyak] What 1s the vision of the sector held by its 
chairman 5 years hence? 


[Afonin] In 5 years, we will have done about half of what 
needs to be done. But in the future, the firms will be 
operating on the basis of modular enterprises that could 
respond quickly to the requirements of life. Mutual inte- 
gration with other sectors 1s not excluded. for production 
of various products, for deeper processing of metals. The 
outlines of this path are already taking shape today. For 
example a huge, modern refrigerator plant is now oper 
ating at the Lipetsk Metallurgical Works. Diverse produc- 
tion operations are also being created at other enterprises. 


{(Chernyak] Serafim Zakharovich, let’s now talk about the 
person presently in charge of Russia's metallurgical com- 
plex—Afonin. We are already into the second hour of our 
interview, and before this, we had never met. | should 
make it known that you aren't using any notes or refer 
ences, but still you are able to throw out figures. you have 
an intimate knowledge of the state of affairs in the sector 
and in individual enterprises, and you know al! 
on a first-name basis. 


‘ 


directors 


[Afonin] Not all, but most. And I'm aware of the state ot 
affairs because I have been working a long time tn the 
sector, | make analyses, and I try to predict events 
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i(Chernyak| Where are you from orginally? Were you born 
to a family of metallurgists? 


{fAfonin] (m from Lipetsk Oblast, but not from metallur- 
gists. although my father did have a certain relationship to 
metallurgy, having worked 40 years as a rural blacksmith. 


My mother spent her entire life on beet-growing fields. 


{Chernyak}| When did you become a metallurgist? 


[Afonin| | applied to aviation school, but when the medical 
board turned me down. I submitted documents to the 
metallurgical tekhnikum. | received my education in two 
Stages. After graduating from the tekhnikum in Lipetsk | 
worked as a Steel smelter at a mining equipment plant in 
Usolve-Sibirskiy. After serving in the navy I returned to 
Lipetsk, where once again | began smelting steel, and 
Studied in night schoo!. About the time | received my 
diploma they tintshed building a new converter shop, where 
I became a section chief, and then a shop chief. Later on | 
headed a steel-casting operation at the steel works. 1 was 
invited to Moscow, where I served as chief engineer of a 
mai administration, and headed the main administration. 
step by step, and not in leaps and 
ve meet today 


| worked my way up 


bounds. And this is how 


[Chernvakj} Is the work of the father being continued in the 
family? 

| Afonin} My son did not walk my road. He’s a meteorol- 
ogist. My daughter graduated from the steel and alloy 
institute, and 1s now working as an economist at the 
Lipetsk Metallurgical Works 

es Afonin the metallurgist, and Afonin 
the philosopher. You have interesting observations about 
| up most of your time? 


iChernyak| Thei 


life. What interests take 


‘to get down to the essence of what I’m doing, 
my time. I try to read everything I 
can about this subject. Right now I'm very interested 1n the 
{the origin and formation of languages. How 1s it 
that people are now speaking different languages? Why do 
Russians have one word for something. Germans another, 
and French a third? How did this all come about? 


or of makes demands on 


I'm interested in Russian history. I like to work the land. | 
grow potatoes in my garden plot. And while [ don’t want to 
boast. my potatoes are the best around. In short, I live a 
normal life. and I try to understand what I’m doing and 
what the results of my work are. | feel myself to be a 
fortunate individual 


( hita-Khabarovsk Auto Road Will Link Moscow, 
\ ladivostok 
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[Article by Andrey Kirillov: “Cars Will Travel From 
Moscow to Vladivostok Via Paved Road in 2005] 


{fext| Russian road-builders are launching the latest 
“project of the century.” If the project goes as planned, 
people will be able to freely travel by car year-round from 
Vioscow to Viadivostok by 2005. 
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Until now, only adventurists and participants in the famous 
Camel Trophy race could dare undertake this “romantic” 
journey in the summer months. Poor roads and uninhabited 
areas—all these things create a special atmosphere for adven- 
turists. But not every motorist seeks adventure, most have 
other concerns. For example, delivering freight from one 
address to another, preferably not by carriage, airplane, or 
train. But the problem is that even at the end of the 20th 
century, traveling by motor vehicle to certain corners of 
Russia remains an impossible dream. As a result, the country 
is seemingly cut into parts, with certain regions being like 
islands of sorts that can be reached only by airplane or train. 
And it 1s not surprising. for example, that you won't 
encounter a town or living soul in certain areas between Chita 
and Khabarovsk. Without the motor roads around which life 
develops, as a rule, there 1s no incentive for that life. Getting 
from one town to another “by land” 1s a problem. But you 
can't say there have been no attempts to solve | 


The first stone in the Chita-Khabarovsk highway was laid 
back in 1976. Between that year and 1993, an entire 453 
kilometers of road was built, or 28 kilometers a vear. One 
can easily calculate how much longer 1t would take if this 
road of extreme importance in all respects—economic as 
well as strategic (the road runs directly along the border}— 
were to built at a syrmilar pace. It will be 2.150 kilometers 
long, and its route is strewn will a great many natural 
barriers. In Amur Oblast alone. for example, 115 bridges 
will have to built. 20 of them major ones more than 100 
meters long 


If you look at the map. you can see the curious way in which 
the super highway runs alongside the Baykal-Amur Main- 
line. Skeptics will no doubt smile and conclude that that 
lamentable experience didn’t teach us anything. But they 
will be wrong. because no two roads are alike. The Baykal- 
Amur Mainline is already requiring fewer and fewer workers 
each vear. Yet many of its veterans have settled in those 
parts and established communities. Are they to pick up and 
move again in search of better work? And so, in planning the 
highway, the designers took this factor into account, in the 
expectation that a new stage of activity will begin along the 
route, something that world experience confirms. 


One can hardly deny the importance of the highway for the 
entire region. How the good intentions can be made a 
reality 1s another question. Won't we using those inten- 
tions to pave a road that leads to a certain somewhere? 


In short, 1t took a special Russian Government decree, 
“On Measures to Accelerate the Construction and Com- 
missioning of the Chita-Khabarovsk Federal Highway,” to 
speed up construction of the Chita-Khabarovsk road. The 
decree 1s perhaps the only one of its kind that deals with a 
specific construction project. Among other things, 1t says 
that the main burden will have to be borne by the Ministry 
of Defense Federal Road Construction Administration. 


That the military will have to be activated in this latest labor 
feat will hardly come as surprise. After all, almost 800 
kilometers of the future highway lies passes through what 1s 
essentially an unsettled region to which civilian construc- 
tions workers could not be lured for the world. Things are 





~m 
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easier with military personnel, as we know. But it’s not 
enough to simply order even them to “build from Chita tll 
supper.” You can't get much done when vou're in a barren 
field for |2 years (that’s how long the construction will take). 


And so the first team dropped at the sight of the future 
highway began with the basics. It built housing and an 
acceptable infrastructure——a staging area to which officers 
and warrant officers can take their families when they report 
to their new posts. You will agree that the existence of a 
“rear-services” area in such a region is a factor of consider- 
able importance. And it was taken into account insofar as 
possible, and 130 military compounds were built along the 
future route, along with a network of production facilities 
and mines trom which necessary materials wall be extracted. 
And so, in experts) profound coaviction. the following 
figures are not based on sheer enthusiasin alone: The 
average annual rate of commissioning of sections of the road 
will be 100 to 120 kilometers per year. By our standards. 
that 1s a road-building sprint. 


It might seem to some that construction of the “proyect of 
the century” 1s going to follow a familar pattern: Cheap 
manpower has been found. the objectives are clear, the 
tasks have been assigned, and so ° Jet's go to work, com- 
rades’” But it turns out that the view that military con- 
Struction workers costs the budget !ess than civilian 
builders is a profound misconception. And that being the 
case, won't the taxpayers have to tighten their belts once 
again? Economists don’t think so, and they remind us of 
the existence of the Road Fund. Virtually every Russian 15 
already contributing to the fund. It also receives revenues 
from excise taxes on gasoline, motor transport taxes, and 


contributions from enterprises. And so 80 to &5 percent of 


the capital outlays for the road will be covered by the fund. 
Another i0 to 15 percent will be invested from the budget 
in view of the road’s national importance. 


These days it 1s hard to calculate to the last kopek just what 
the Chita-Khabarovsk highway will cost by 2005. Much 
depends on how the economy ts working by that time. But 
the highway’s specifications are certain to remain 
unchanged. For the most part, it will be a class-three 
highway, although a smail section will be a class-two road. 
Translated into ordinary language, that means that the 
road is designed for speeds of 100 kilometers per hour. It 
will be seven meters wide, which is more than acceptable 
for the current traffic. 


But we have to wait for the Chita-Khaharovsk highway to 
be completed. Already, its problems are apparent, as 1s 
usually the case. One of them ts a possible reconsideration 
of the way in which the momes accumulated tn the Road 
Fund will be used. Specifically, there are proposals for 
merging the fund with the overall “budget borer,” and 


then distributing the monies according to the needs of 


various “mouths.” In that case, the choice morsels would 
no doubt be grabbed by the most adroit, whose needs 
might have very little to do with road-building. This would 
hardly be reasonable or useful. Especially since we have 
already gone through all that. 
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Shatalin Faults Privatization, Suggests More 

I ffective Measures 
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{Stanislav Shatalin interviewed by Aleksandr Dymkovets: 
“Viewpoint: Why Was It Necessary to Coerce?”’} 


[Text] The end of the stage of voucher-based privatization 
has allowed many Russian sociopolitical movements to 
express their views once more, having drawn up reports 
assessing its results. One report on this subject was issued 
the other day by the International Reform Foundation. Our 
correspondent met with Academician Stanislav Shatalin, 
president of the foundation. 


[Iymkovets}] Stanislav Sergeyevich, haven't too many 
reports and economic programs of all kinds appeared 1n 
recent trmes’? Russia 1s tired of them. It wants action, not 
talk about tt. 


[Shatalin] You are right, Russia is tired of words. But it 1s 
even more tired of ill-considered decisions. And before 
“cutting” once again (I am referring to the forthcoming 
Stage of privatization), it would not be a bad dea for the 
government, in my view, to “measure seven times.” 


Cjuided by this objective, our foundation has sent its report 
on privatization to the Russian president, the government, 
the Duma, the relevant state committees, and to the local 
level—the various regions. Even if only some of our 
proposals are adopted and, as a result, the privatization 
process proceeds a little more reasonably, with less pain for 
the country’s economy and its people, we will consider our 
labor not to have been tn vain. 


{Dymkovets}] Why don't you like the voucher? 


{Shatalin}] You will agree that 1t was never able to solve the 
problem of social justice. 'm not even referring to its 
ridiculous value in rubles, but rather to the fact that people 
didn’t have a chance to dispose of it properly. To go to a 
voucher-based auction with just one voucher was simply 
absurd. And in giving it to one of the investment funds, 
you essentially lost control of its subsequent use. Investing 
itin domestic industry, considering its lamentable state. to 
put it mildly, also promised little benefit. And privatiza- 
tion has not been able as yet (I stress: as yet!) to substan- 
tially enhance enterprises economic efficiency. 


{Dymkovets] Excuse me. but the leadership of the State 
Property Committee takes a different view. It 1s even 
preparing to publish a book entitled “History of a Success” 
that cites a multitude of examples of how enterprises 
converted into joint stock companies have surged ahead. 
These are facts, and you can’t argue with them. 


{Shatalin] I think you know as well as I do that given the 
desire, one can always come up with a rather large amounts 
of facts demonstrating the dizzying success of various 
changes. But the main and indisputable fact, in my 
opinien, is that not one major enterprise, not one key 
industry has started operating better after becoming a joint 
stock company. Look what happened to the Likhachev 
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Automobile Plant, with the defense complex, with 
research-intensive industries. They re barely breathing. 


! understand that a simple change in title (and this is what 
has happened) cannot appreciably improve the situation in 
industry in 18 months. It takes years of painstaking work 
to bring about real changes for the better. 


[1) mkovets}] And so maybe one shouldn't complain about 
the baby’s being gap-toothed at a time when it has lost its 
baby teeth but not vet cut its adult teeth. Give them time, 
thev ll appear! 


[Shatalin] They will appear, if its diet contains sufficient 
“calcrum” (1 am referring to investments in industry). But 
for now it 18 premature to speak of anything like this. 


The only thing, in my opinion. that has been achieved— 
and Chubays must be given credit for this—is that the 
monopoly of state ownership has largely been destroved, a 


monopoly that had impeded the continued development of 


the Russian economy, and that a oroad stratum of share- 
holders has been created. But strictly speaking. they cannot 
lay claim to the role of real private owners. For the 
interests of the overwheiming majority of them le not in 
economic activity, but solely in earning dividends and 
consuming. Taking managerial decisions that would truls 
attest to their right to administer their property 1s, on 
account of the meager amounts of shares, something they 
cannot do. 


And was it really necessary to raze the state sector virtually 
to the ground? It seems to me that in taking this step, the 
fathers of privatization were guided by ideological consid- 
erations more than economic expediency. 


| want to be understood correctly, and so I'm going to 
explain my position again. As for the idea of privatization 
per se and creating a class of owners, here I give due credit 
to Mr. Chubays. As regards the ways and forms of imple- 
menting this idea, he and I have fundamental disagree- 
ments. 


{[Dymkovets] It can be said that the voucher stage 1s a thing 
of the past. Wha’ do vou propose to change or adjust 1n the 
next stage of privatization? 


|Shatalin] In the view of the foundation’s experts, the main 
goals of privatization at this time should be to promoie the 
process of positive structural changes in the country’s 
economy, and to create favorable conditions for enhanced 
investment activity in enterprises and for their enhanced 
etficrency—as well as that of the factories and plants that 
were privatized earlier, something of no less tmportance— 
during the privatization process. 


In contrast to the State Property Committee, we are 


against restrictions on state participation in the capital of 


enterprises being privatized and against any reduction in 
privileges for labor collectives. We must establish that all 
enterprises that do not have restrictions on privatization 
will be privatized on the basis of decisions emanating not 
trom Moscow, but from territorial property management 
committees and submitted applications. 
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In our Option, is necessary to eliminate the section of 
the state program on enterprises subject to mandatory 
privatization. Freedom of choice must be preserved 


without fail. In short, we are against any kind of coercion 


(Dymkovets}] But on the other hand, if the government 
allows enterprises to stay in greenhouse conditions and 
under the state's wing as long as they want, many of them 
will remain dependent on the state and taxpayers for a 
hundred years. 


{Shatalin} And that 1s a broader problem that goes beyond 
the bounds of privatization per se. It can be solved only by 
fundamentally changing the entrepreneurial and invest- 
ment climate in Russia by establishing a real bankruptcy 
mechanism 


REGIONAL AFFAIRS 
Federation Council Member Urges Joint Work By 
Center, Regions 
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[Article by Federation Counct! Member Aleksandr Kalash- 
nikov. “We Must Solve the Crisis, Not Weather It] 


[Text] This is possible only on the basis of joint efforts by 
the center and the regional government elites, asserts 
Aleksandr Kalashnikov, Penza city administration chief and 
member of the Federation Council. 


“Monstrously obese. enormous, with a hundred moutlis 
and snarling’—so wrote Radishchev about the feudal 
Russian state that devoured tts own children, those who 
inhabited it. Roughly the same could be said and in 
roughly the same words about the crists that has engulfed 
our society as a resul: of the collapse of the state during the 
vears of perestroika and the democratic revolution. 


Most elements of this crisis are visible to the naked eve 
Much ts said and written about them, and often. But for 
some reason no one writes about one aspect of this 
phenomenon——the administrative-territorial crisis. Maybe 
this 1s because the press, radio, and television cover only 
what is visible from Moscow. Yet from the capital one can 
see by no means everything. be it good or bad. And so it 
turns out that the country’s major city lives its life, while 
the country lives its own, separate life. Trips to the 
provinces by high-ranking statesmen. beginning with the 
president and the prime minister, change little in this 
respect. Like it or not. itis hard to gain an understanding 
of life in the provinces from such excursions by our 
leaders, if not impossible altogether 


Asa representative o. Penza Oblast in Russia's Federation 
Council, | too tind 1t hard to understand a lot of things 
when I trave! to Moscow. But I see one thing clearly: 
Moscow refuses to see a lot of things in the development of 
the provinces. !t closes 1ts eyes to them. The great Goethe, 
in answer to the question as to what it means to be 
endowed with talent. said that 1t means the ability ‘to see 
what one 1s looking at 
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What do we see from the provinces? | Say that word with 
pride, and by no means jingoistic pride, for the provinces 
are the real Russia. Ht the provinces start atling and lose 
their faith in the state and statehood, Russia 1s lost 
Meanwhile, the provinces are more and more clearly 
ceasing to be orented toward the capital as they become 
nal reasingls preac upied with their own concerns 


Many regions were left to face the crisis of state and the 
collapse of the integrated administrative system on their 
own, and their starting positions were different. So-called 
subsidy financing trom the federal budget was sharply cut 
Those who could produce exportable products began 
obtaining export privileges by hook or by crook (usually 
the latter). But most of the reaions were essentially forced 
to Starting living on their ov + budgets. With an almost 
total lack of a legislative foundation for raising and admin- 
istering these budgets, as well as a lack of experience and a 
developed mechanism for managing these processes, and 
consigned to oblivion by the center, which since 1991 has 
been p: 
the regions grew impoverished, as it were. Especially those 
linked with the production of military equipment and 
weapons. Before, in Soviet times, the state paid for such 
output fully and promptly. Supplies of raw materials and 
resources for these industrics invariably had priority. In 
perated in almost greenhouse conditions, 
ools were suddenly taken off the 
greenhouses, and an icy wind of refusals began blowing 
from the center, and not only with respect to supplies and 
financing. The center essentially refused to administer the 
military-radustrial complex. 


this sense, the 


so to speak. Then the 


branches of the 


All this was a heavy burden on the shoulders of the regions’ 
new leadershtps, which for the first tyme in their history 
were democratically elected. not appointed 


loday, as it looks to me from Penza and from the vantage 
point of my work in the Federation Council, these prob- 
lems cannot be solved by either the center or the regions. 


As a result, there 1s an administrative-territorial crisis in the 
country as a whole. The regions are “running off.” and the 
mixed character of their economies 1s intensifving. The 
result is a widening gap between “rich” and “poor” regions, 
to the point of a sixfold difference in per capita incomes. 
And this acts as a catalyst. increasing the gap in incomes 
between various population groups as well. Experts sav that 
the incomes of the 19 percent of the population that is most 
highly paid are now eight to 10 times greater than that of the 
same percentage at the other end of the scale in our country. 
Meanwhile, in the economically developed and socially and 
ly prosperous countries of the West, this index does 


ed thr 


politi al 


not ex to five times 


In my opinion. based on my own experience and an 
exchange of views with my colleagues in the Federation 
Council, in order to overcome this situation the govern 
ment must urgently formulate an economic mechanism to 
balance the 
development and varying characteristics, with the center 
playing a mandatory coordinating role. Such a document 
should then be submitted to the State Duma as a draft law, 


vcupied mainly with its own problems, most of 


interests of regions with varying levels of 
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since the deputies to that chamber can in no way tind the 
lime to get down to lawmaking 


| see the efforts of the Russian Federation Council to 
coordinate the activity of the regional economic associa- 
tions, each of which brings together several federation 
members, as productive 


And another thing. In having hurriedly and incautiously 
set about reforming the economy, we have been disiracted 
and failed to notice that in economic relations at ali times 
and in all countries there has always been, besides the 
State, one other regulator—the supra-economic regulator 


In North America, for example, before the state was 
formed, this role was played by the religious community 
We need something similar in terms of functions. Figura- 
tively speaking, | would say that we need today more than 
ever an economy with a spiritual component, for turning 
the economy into an absolute, as 1s already apparent in 
practice, 18 leading us (and already has') to a market 
without people 


| could not here and now outline just what this should be, 
whether it should be of a religious nature or a State 
ideology (let the specialists ponder this question). But as 
someone who has been a purely practical worker and 
become involved. through the Federation Counei, i 
national problems, it 1s clear to me that an nonspiritual 
economy will not (and cannot) work for a revived Russia 


The crisis of our society's socral-class culture cannot he!p 
but concern us all as well. The so-called “new class” 1s 
being born in Russia dependent and weak; it 16 concen 
trated primarily in the sphere of exchange. distribution 
and redistribution and is pooiry equipped to develop 
production and accelerate scientific and technological 
progress. And here too it 1s indispensable that the center 
and regional power structures work togethe1 


In short, we need to focus our attention today not only on 
the “purely” economic, so to speak. The crisis 1s multifac- 
eted. And the measures to overcome if must be multtfaceted 
as well. But the most important thing. in mv opinion. ts that 
we cannot drag our feet in taking steps to overcome it, and 
the center and regional leaders must work together on this 


Chelyabinsk Uranium Theft Detailed 
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[Article by IZVESTIYA correspondent Vladimir Ivanidze 
“Terrorists Do Not Want Urantum-2 48 
That Burst”’] 


J 


fhe Sensation 


[Text] ‘There is no danger whatsoever. | state this with full 
responsibility. Uranium-235—that is dangerous. It may be 
used for weapons, or be dispersed in the event of a terrorist 
act. You can even put it into your enemy's pants: It will 
work. But uranium-238 is absolutely harmless...” Chis was 
the comment of a Chelyabinsk Oblast counterintelligence 
officer on the attempt to steal several kilograms of uranium- 
238 from the Russian Federal Nuclear Center. 


nanemplovee 
| Physics 


The theft occurred in April of this year, w! 
of the Scientific-Research Institute of Technica 
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(NILE ET) attempted to steal 5.5 kg of urantum-238. He was 
arrested right then, in April, and the ill-fated 20 cm-long 
metal cvlinder was soon found 


Phis incident became public only at the beginning of July, 
however, after CHELYABINSKIY RABOCHLIY reported 


the thett to its readers 


At first glance the theft of several kilograms of uranium 
may seem like an ideal tllustration to the gloomy specula- 
tions expressed in the course of his visit to Moscow by 
Federal Bureau of Investigations Director Louis Freeh. In 
his opinion, Russian nuclear materials may become easy 
prey for terrorists 


In this case. however, it appears that the perpetrator 
pursued a completely different goal. Discovered together 
with the uranium were [50 g of platinum, which also 
disappeared from the nuclear center. The Chelyabinsk 


counterintelligence officer speculated that the thief 


intended to cover the urantum cylinder with platinum and 
then sell itas a precious metal bar 


In favor of this version also 1s the fact that it 1s practically 
impossible to make a nuclear charge from uranium-238. It 
makes absolutely no sense to steal it for this purpose. 


“Our officers from the Chelyabinsk office found the hiding 
place in the course of an operation on missing precious 
metals in Snezhinsk (Chelyabinsk-70). When they found 
the hiding piace. they discovered about 6 kg of uranium- 
238. It is impossible to make a bomb from this,” Sergey 
Vasilyev of the FCS ((Federal Counterintelligence 
Service)) public relations center told IZVESTIYA. 


Interestingly. Vasilyev questioned from the very beginning 
the veracity of the report on stolen uranium. Later, how- 
contacting his colleagues in Chelyabinsk Oblast 


somewhat frustrated, he confirmed the 


ever. after 


7s 
hy telephone 


this criminal situation arose, uranium- 
regular warehouses—nobody ever wanted 
it. Nobody thinks it can be sold.” said Georgty Kaurov, 
chiet of the Minatom [Ministry of Atomic Energy] infor- 
mation department 


“Frankly. hefore 


238 was kept in 


\ccording to him, all attempts at illegally selling uranium- 
238 are pure swindles perpetrated on inexperienced 
buyers. who cannot tell this material from weapons-grade 


uranium 


“Right now they are cheating inexperienced people. Since 
itis uranium. it ts fissionable material. But we can sell it to 
anybody and in any quantities, even give it away,” 


Kaurov 


explain: 


Since the beginning of the 1960's uranium-238 has been 
used in the production of armor-piercing shells. It 1s used 
to make a core which, because of its high density factor. 
considerably increases the explosive power of a regular 


shel! 


In the opinion of Malyshev, deputy chef of a Minatom 
department, uranium-238 1s not so harmless and useless, 
though 
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“This matertal can be used in a reactor. Regular industrial 
reactors are loaded with urantum-238. We have only three 
such reactors left. In Tomsk and Krasnoyarsk. But, having 
loaded uranium-238, one can produce weapons-grade plu- 
tonium, Also, all our nuclear power stations work on ura- 
nium-238. But from the health aspect it 1s not dangerous,” 
believes Malyshev. 


Everything is relatively simple. In order for uranium-238 
to become nuclear fuel it has to be enriched by uranium- 
235. Enrichment 1s a very serious and difficult’ under- 
taking. It requires special plants. And only after enrich- 
ment will it begin to work as nuclear fuel. This fuel 1s sold 
in the world in large quantities and, in the opinion of the 
Minatom press service, does not represent any danger as a 
weapon. On the other hand, as already mentioned, one can 
indeed process it into weapons-grade plutonium... At the 
cost of tremendous effort and from a quantity considerably 
greater than 5.5 kg. 


But the problem ts not just that someone can steal nuclear 
material in order to build a nuclear bomb. This 1s actually 
not the most probable danger. It 1s almost impossible to 
“tiptoe” along this road, hiding from special services and 
investing immense money in nuclear production, 


Something else 1s much more dangerous in our country. 
Many people probably still remember the notorious tnci- 
dent with a radioactive chair. The perpetrator was able to 
hide, unnoticed, radioactive material in a chair. And this 
silent weapon was gradually destroying the person who 
every day came to work and sat in that chair. This “funny” 
story 1s a typical example of nuclear terrorism. In order to 
liquidate the competition it 1s not at all necessary to blow 
up their superdachas and cars with small nuclear bombs. It 
is enough to plant a pouch containing radioactive powder. 


Rayons To Administer Housing Funds 
944F 100SD St. Petershure SMENA in Russian 
l6 Jul $s‘ 


(Article by Vika Uzdina: “No Digging in St. Petersburg in 
the Near Future’’] 


[Text] Prior to | September, so-called department housing 
assets (including dormitories) will be transferred to the 
accounts of rayon administrations. Following the accom- 
plishment of diverse repair work, the dormitories will be 
redesignated as residential housing, the apartments of 
which will go, in all likelihood, to workers in the social 
sphere. This was the decision made yesterday by the St. 
Petersburg Government 


It is expected that the funding for transfer of the depart- 
ment assets will come from the municipal budget. In 
addition, the mayoral Housing Committee intends to 
effect the sale of apartments that are already reconditioned 
and free of loans or leases. The funds obtained will be 
directed to the enterprises on whose balance sheets the 
above-mentioned facilities were entered and credited 
towards eliminating indebtedness for gas, water, heat, and 
electric power supply. 
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Boris Tarbayeyv, director of the Department tor Mainte- 
nance of Housing Assets, stated that there are today in St. 
Petersburg 2.195 departmental housing units totalling 2.8 
million square meters in area, as well as 1,056 dormitories 
totalling 1.7 million square meters in living space. More 
than half the departmental housing units require “light” 
repair, while 570 are entirely unsuitable for permanent 
residence (not to mention buildings situated in industrial 
zones). Over the course of last: year, 1,100,000 square 
meters of departmental! living space was transterred to city 
accounts, while it 1s proposed this year to satisfy the 
administration to the tune of another 800,000 square 
meters. 


As far as the pace of repair and restoration work in St. 
Petersburg is concerned, Anatoliy Sobchak noted that 
through completion of the Goodwill Games they should 
not engage in any kind of land-use projects that would 
cause damage to road surfaces presently intact. In the 
mayor's opinion, they must restrict themselves to cosmetic 
repairs and save capital overhaul “for dessert.” 


Members of the St. Petersburg Government also discussed 
the state of vocational and technical training. Oleg Lebe- 
dev, chairman of the mayor's Committee on Education, 
stated that the number of students at vocational and 
technical training institutions has increased significantly 
in recent times. Personnel retraining centers have been 
established at 28 of 113 such institutions. 


Petersburg Drug Problems Discussed 
944F 100S5C St. Petershurg NEVSKOYE VREMYA 
in Russian 15 Jul 94 pl 


[Unattributed article: “Narcotics Outside the Law” 


[Text] Yesterday in the St. Petersburg procuracy, leaders of 
city law enforcement organs, customs officials, and repre- 
sentatives of mayoral committees met to discuss the imple- 
mentation of legislation on the illegal narcotics trade. 


Conference participants noted that despite intensified 
efforts on the part of law enforcement organs in the sphere 
of fighting drug addiction and the drug trade, the measures 
being taken turn out to be inadequate. The reason lies both 
in a lack of coordination in the activities of applicable 
departments and tn violations of edicts of the country’s 
president and the Health Ministry by public health organs. 
Medical institutions are violating proper procedure for the 
inventory, storage, and issue of narcotic-containing medt- 
cines, and medical personnel who have access to such 
preparations are not being required to adhere to strict 
requirements. 


Petersburg Meeting on Enterprise Support 
9447 1005B St. Petersbure NEVSKOYE VREMYA 
mn Russian 15 Jul 94 p 1 


[Unattributed article: “Will “Municipal? Orders Help?”’] 


[Text] A conference of the representatives of major indus- 
trial enterprises, directors of the city’s municipal services, 
the head of the Committee on Emergency Situations, and 
chiefs of the Main Internal Affairs Administration and 
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State Motor Vehicle Inspectorate was conducted at the 
joint-stock company Avangard. The conference was 
chaired by First Deputy Mayor V.A. Yakovley 


In order to Support enterprises and provide them with 
requisitions, the Statute on Municipal Orders was drawn 
up by the Economics and Finance Committee and pre- 
sented for examination. L.1. Bakhmetyev, deputy chairman 
of the Economics and Finance Committee, presented 
possible plans, developed by the Industrial Policy Admin- 
istration, for financing municipal orders. The first of these 
envisages the allocation of special-purpose budget funding 
for implementation of a specific order, the second—the 
affording of tax benefits. 


Oriental Studies Institute for Petersburg 


Y44E LOOSA Moscow ROSSTYSKAYA GAZETA 
in Russian 13 Jul 94 p 6 


{Unattributed article under the rubric “Education”: “The 
Orient in St. Petersburg” 


{Text] A new institute has opened in St. Petersburg—the 
Oriental Studies Institute. Though it 1s true that St. Peters- 
burg residents have not had any reason to complain about 
a lack of educational or scientific research institutions with 
an “Eastern orientation.”’ There 1s the world famous 
Institute for Oriental Studies, Museum of Anthropology 
and Ethnography, St. Petersburg University, and the 
Hermitage, where our country’s finest Oriental specialists 
have been working. 


The need to establish a new institute emerged as a result of 
the fact that transition to a market economy has brought 
about intensified business ties between St. Petersburg and 
its Eastern neighbors. A great number of joint enterprises 
have appeared, and we have begun to sense a critical 
shortage of qualified personnel—translators, managers, 
people with a specific knowledge of the Orient. Demand is 
giving birth to supply. 


The Oriental Studies Institute was established based on the 
Oriental School, in existence since 1989. It will provide 
instruction and training in six areas: Arabic, Japanese, 
Chinese. Tibetan, Indian, and Korean studies. 


As opposed to previously existing state institutions for 
Oriental studies, the new institute 1s not a part of the state 
system of institutions. Study 1s offered on a paid basis. It 1s 
not so much theoretictans—future academic scholars— 
who will study here, but rather practicians. Along with 
studying the language, students will be taught the history 
and culture of the applicable country, its religion and 
philosophy, its state law and ethics. 


The program will also include disciplines knowledge of 
which is essential for effective business contact with for- 
eign partners: management, marketing, information sci- 
ence, diplomatic protocol and etiquette, diplomatic office 
work, and computer science. 


The founders of the Oriental Studies Institute are con- 
cerned with providing constant replenishment of college 
candidates. An Oriental Studies Lycee geared to the eighth 
grade will be established at one of the high schools. Here, 
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along with the usual subjects, students will be able to study 
ke Lurkish, Arabie, or Persian language 


Smolensk Oblast Duma on Development, Budget 
YAIPOYIRA Moscow NOV AVA VEZTLDNEVNAYA 
GAZk TL tin Russian 8 Jul 94 p 2 


(Article by NOVAYA YEZHEDNEVNAYA GAZETA 

dumnist Igor Ogneyv under the rubric “The Nomenkla- 
tura and the Reformers’: “Smolensk Administration and 
lis Fatth Column mn the Duma Are Old Hands at Thetr 
Game: A Picture | pical of Many Regions’ ] 


lhext} The fourth session of the Smolensk Oblast Duma 
look up the most important results of the year: the plan tor 
socroecconomic development and the budget. Thus, the 
local parliament finally showed its face, and the ability of 
the authorities to construct a model of regional develop- 
ment also became evident 


Ihe Duma members did not hesitate to take up their 
careers. They took the budget completely apart. They said 
lat it Was not based on straightforward approaches, the 
linancral experts worked from what had been achieved as a 
bench mark, and they were guided by stereotypes. And 
Mikhail Zysmanoyv, mavor of Smolensk, called the attention 
of the deputies to the fact that in spite of the general trend 
toward decentralization, more and more funds are being 
centrated in the oblast budget. Moreover, in the mayor's 
opinion, its authors ignored one of the basic principles of 
budget planning: The document was not cleared with 


idministrative divisions, and was, therefore. unlawful 


Ihe financial experts did not conceal that their method 
was a simple one: They took tnto account the requests of 
the ravons. That is why they announced that a social 
orientation was clearly followed in the budget. But, the 
harman of the Duma commission for social welfare 


policy. Yevgenty Kamanin, did not agree with those asser- 
tions and did not recommend that hts colleagues vote “in 
favor’: Health care was appropriated barely one-third of 


the funds. and education hardly any more than that 


Ihe financial experts considered the budget’s lack of a 
deficit to be its main achievement. But, first, revenues and 
‘xpenditures can be balanced at such a miserly level that 
the irvival budget.” as its authors referred to it, 1s 
rganically transformed into a funeral budget. Second, the 
! pattern calls for an exemplary system of tax 
collection, which today 1s nonsense in itself: It was noted in 
e months only one-fifth of all the tax 
evenues have gone into the treasury. At the same time, the 
focuments contain hardly any suggestions about how 
ies Should be increased 


the session that in fis 


[he deputies also dealt roughly with the plan for socioeco- 
mic development. It was given that name out of habit, 
ontains not a hint of any development. The 
the volume of output was predicted with 
astounding accuracy: 76.8 percent relative to last vear’s 
Neither in the plan nor in the draft budget did the 
rve even a hint of the methods by which this 
decline could be halted, although there 1s a very promising 
‘about scenario conditions of development.” 


since if 


leputies obse 


section — 
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Nevertheless, both the plan and the budget were adopted 
by the deputies in both cases with half again as many votes 
as needed, which causes one to think a bit about the 
composition of the Duma. OF the 25 deputies (five are still 
to be elected), [1] are bureaucrats, including nine heads of 
administration, And, 12 of the Duma members are top 
managers of enterprises and organizations, And there ts 
nota single professional lawyer or economist, 


This session showed that the industry lobby does not hold a 
candle to the bureaucratic lobby. Combining the Duma 
mandate with an administrative post at the oblast level could 
have consequences more grievous than having ministers of 
the Russian Federation Government in the State Duma. 


Groping in the Dark 


Ihe address delivered by Mikhail Kholopov, acting 
chairman of the economics committee of the oblast admin- 
istration, contained a section on priorities in the economic 
field: energy fuels, machine building, and the food 
industry. The substantiation was brief: They yield up to 95 
percent profit. Stakes are clearly being put on the tradi- 
tional industries. But what, then, 1s to come of the desires 
expressed by those same authors: to turn the general 
decline of production into a structural decline? 


Meanwhile, entry into a structural decline, recommended 
by local economists, ts hardly possible, for one thing, 
without setting the bankruptcy machinery in motion. At 
the end of last year, 26 enterprises were on that register. 
Now there are far more. But still there 1s no regional 
agency for bankruptcy 


In general, the economists of the administration believe 
that the enterprises themselves will become the principal 
“actors” in the structures involved in restructuring. The 
government modestly plays down that part of the worries 
that it 1s willing to take upon itself, 


Reformers and Imitators 


In addition to the plan and the budget, the Duma also 
intended to debate the structure of the administration. 
Which makes sense. All three documents constitute a 
single conceptually related package. The plan takes on a 
glimmering of reality only when tt 1s reinforced by guar- 
anteed sources of financing on the one hand, and by a set 
of instruments specifically worked out to implement it, 
such as the structure of an executive body, on the other. 


But the plan and budget turned out not to be joined 
together. It 1s thus well-known that the authorities are 
spending R78 billion on themselves this year. They did not 
agree about the share of those expenditures in the budget: 
The proponents of the administration said 1.99 percent, 
and the deputies more than 3 percent 


But one is struck far more by another case. The three-day 
business trip to London by Governor Glushenkov to 
attend the conference ‘‘Eurobusiness-94” will cost the 
taxpayer about R25 million. The agitated deputies insisted 
on a thoroughgoing reduction of expenditures of the 
administration. even by half. But they agreed on one-fifth. 
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After all, just a year ago, there were people in the adminis 
tration who operated differently, One of them ts Viadislay 
Cherepovski, director of the transportation department. 
Whereas, in other oblasts of Russia, subdivisions of that 
kind number as many as 150 people, in Smolensk they got 
by with 15. The whole point ts that Cherepovski, a well- 
educated technocrat and economist, has managed to 
embody in practice an unusual model of management for a 
sovkhoz official, That model includes authority with tts 
usual attributes: disciplining, telephone surveys, daily sum- 
maries of the current news; this thoroughly administrative 
authority was altered unrecognizably, and, in addition, was 


simply cut off from the everyday production activity of 


enterprises. In exchange, Cherepovski and his associates 
used something more effective—flows of money from 
various financial funds 


“My management consists of signing payment orders,” 
Cherepovski told me at the time, “and the money goes 
where it 1s needed.” 


They earned enough money for dozens of officials. Thanks 
to leasing, in the period 1992-1993, the enterprises managed 
to acquire as much equipment as they had tn the years of the 
Stagnation.... At the same tine, when business executives 
were still calling upon the state to index working capital, 
Cherepovski found a method two years ago of furnishing tt 
to road construction administrations, getting by on his own 
abilities. The auditing services, once they received the 
license from the department, monitored the condition of the 
road networks in the oblast. which extends more than 7,000 
kilometers, far more inexpensively and effectively. The 
previous governor, who suffered from excessive ambition, 
did not favor Cherepovski, but tolerated him in the admin- 
istration. But, the present one, who barely won the election, 
Suggested to Cherepovski that he leave the administration. 
The official motivation: Vladimir Prokhorov, appointed 
deputy governor for the industrial complex, could not get 
along with him 


Ciradually they have been driving out of the administration 
several others who have been making waves, and now the 
half-asleep clerks are peering out of the windows at the back 
of the bald and powerful head of the leader of the world 
proletariat. And life flows on past the quiet habitat of the 
authorities. But where ts it going? 


Saratov Officials Trade Corruption Charges 
944F0°774 Moscow IZVESTIYA in Russian 13 Jul 94 p 4 


[Article by Aleksandr Kislov, IZVESTIYA: “Passions Sur- 
rounding Colone! Bulgakov” 


| Text] Discourse about the impossibility of fighting corrup- 
tion because of the imperfection of legislation draws ironic 
comments from specialists in the militia and prosecutor's 
office of Saratov. The professionals are convinced that no 
emergency arrangements of any kind are needed to effec- 
tively combat this evil. Having accumulated operational 
information, they proposed their own plan. The response of 
the oblast administration was unexpected. 
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Is Initiative Punishable? 


At the end of March the collegium of the oblast adminis 
tration found the turther holding of the position of UVD 
[Internal Affairs Administration) chief by Militia Colonel 
Vladimir Bulgakov impossible. As the adopted document 
Suggests, “the intolerable criminal situation in the oblast” 
was the grounds for this decision 


A week later the UVD collegium found the evaluation of 
Bulgakov’s activities not to be objective. Other statistics 
were adduced. The rate of solved crimes went up 10 
percent, and the overall crime rate is down. The mili 
tiamen appealed to the members of the administration 
collegium to reverse their decision 


Another week later a report trom. oblast) prosecutor 
Nikolay Makarov ended up on the desk of Governor Yurty 
Belykh. The report satd that the head of oblast adminis 
tration had violated provisional regulations on the admin- 
istration collegium. According to this document, Yu 
Belykh resolved to dismiss V. Bulgakov on his own, 
contrary to the views of a majority of collegium members 
The prosecutor asked that this report be considered and a 
decision be made in keeping with the law 


A telegram in support of Bulgakov signed by Deputy 
Mayor of Saratov Dmitriy Ayatskov. a member of the 
Federation Council Defense and Security Committee, 
went to the government, the Federation Council. and the 
MVD [Ministry of Internal Affairs]. Viadimir Golovachey, 
representative of the president in the oblast, also came out 
against the governor's arbitrary decision 


The scandal became public knowledge. Our journalist 
colleagues from the local mass media were bewildered: 
Bulgakov, who had come to Saratov from the position of 
an MVD main directorate chief two and a half years ago. 
had shown himself to be an honest professional. His 
appearance also engenders sympathy: He ts cultured and 
proper. The versions of the cause for the sudden decision 
of the governor boiled down to just one point: Personal 
ambition got the better of him. 


In a conversation with your correspondent, Yurty Belykh 
expressed dissatisfaction with the operation of the UVD., 
and stated that the militia, other law enforcement organs. 
and coercive structures are currently isolated and ftre- 
quently pursue their own corporate interests. A uniform 
power center at the level of the region which 1s capable of 
pooling these efforts is needed. The tnterdepartmental 
commission for public security and combating corruption 
and crime, which is headed by the governor, has the status 
of a consultative organ and cannot ensure appropriate 
coordination. Besides, said Yurty Vasilyevich, since con- 
fidence in him was expressed through his appointment as 
head of the administration, he should have the relevant 
powers to resolve personnel issues. However, so far Min 

ister Viktor Yerin has not responded in any way to the 
decision of the collegium. 


However, for what specifically is Bulgakov to blame? I did 
not get an intelligible answer to this question 
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Bulgakov outlined his version while the trai was hot ina 
letter to Yu. Belvkh and members of the oblast admints- 
tration collegrum. E will quote a few lines trom at. “My 
colleagues and | have the impression that a UVD report 
was conceived tor the purpose of removing the undesirable 
UVI) chet rather than in order to really figure out the 
auses of a complex crime situation and develop joint 
neasures to stabtlize i. Apparently some people do not 
like the growing activity of the militia which, yountly with 
the prosecutor's office, has recently unmasked bribe-takers 
from among high-ranking functionaries of the administra- 
tion and the banking system and a number of criminal 

as well as the audit of individual areas of 
financial and economie operations which ts currently 


group bosses 


unde rway 


Will the Oblast Learn Who Its Heroes Are? 


Honest people are already sick to their stomachs when they 
listen to discourse by bosses of various caliber about the 
absence of good laws, about the horrible consequences of 
the reform, about Gaydar and Chubays having plundered 
country. By now evervone understands that 
yople are being robbed locally: at the plants, kolkhozes, 
are founded by enterprise 
in local administrations. Those who vell 
stop thief! the loudest are the ones doing the stealing 


ine ryduy 
Lie CTULET 


ind commercial banks whiel 


directors, and 


At the office of the oblast prosecutor | was tamiliarized 
with some documents which mndicate the direction of the 


search: numerous violations of the law in the process of 
privatizats whereby leaders shamelessly misappropriate 
state. property through their relatives and individuals 
fronting for them: disorder and lack of control inthe 


distribution of special-purpose credit, quotas, and licenses: 


machinations invoiving land: outright bribes 


Here are some very recent examples. The tax inspectorate 
discovered the quite unrestrained disbursement of the 
comes of the territorial fund for compulsory health insur- 

Tne fund “circulated” 21 billion at two commercial 
banks on a quite complicated pattern. thus gencrating 
sizable profits for them to its own detriment. Another 
RU uilion went to the Novator farmer enterprise to 


| } 
chase medical equipment 


portion of these funds to yet 


ther intermedia ind used R 300,000 for commercial 
a charity would be understandable had the 
ities of the oblast had a solid physical plant 
However, it cannot but arouse suspicion when 
ve no funds with which to buy foodstuffs and 
] } 
| cout medicines. At present the murder case 


f (hernyar former chief of the Saratov City Pharma- 
uticals Warehouse. 1s berng in estigated According to 


be { yperations officer of the UVD depart- 
ment for combating econor crime, a harsh competitive 
‘medicine market 1s one of the verstons of 

se of this tragedy 
During the investigauion the sleuths uncovered instances 
ot billions in budget subsidies to structures which thrive on 





RUSSIA 29 


trading in such merchandise, At the same time, prices for 
pharmaceuticals are becoming less and less affordable; On 
its way from the manutacturer to the patient, aspirin 
capsules pass through several trading companies which 
slap on their own commission, Concerned at the scope of 
abuses in this area, Bulgakov approached his colleagues in 
the law enforcement organs and the tax police with a 
proposal to pool their efforts and thoroughly verify the use 
of funds issued tor the acquisition of drugs. 


Viadimir Bulgakov and oblast prosecutor Nikolay 
Makarov consider the notion of the invincibility of cor- 
ruption because of imperfect legislation to be unsound. 
Where there 1s a will there 1s a way. They maintain that the 
resources of the UVD, the prosecutor's office, the UFSK 
{Administration of the Federal Counterintelligence Ser- 
vice], the regional administration for combating organized 
crime, the tax services, customs, and other departments 
and their powers are quite sufficient to stop corruption and 
root oul organized crime. As professionals and citizens, 
they, with the tremendous potential they possess, are 
ashamed of going after small fry and turning a blind eye to 
inveterate sharks. The UVD alone has several thousand 
employees. It 1s unwise and even criminal to assign them 
only to routine violations and the catching of all kinds of 
punks. 


UFSK chief General Vladimir Protasov subscribes to this 
view. He supports Bulgakov’s idea which the UVD chief 
has been persistently and so far unsuccessfully pushing for 
many months. Its essence is to set up a working group 
consisting of representatives of law enforcement and con- 
trol organs and coercive structures in order to take coor- 
dinated actions to combat corruption and organized crime. 
It is proposed to staff this group with the best trained 
functionaries, relieving them of the performance of their 
departmental duties. The governor can coordinate the 
operation of the group. 


The professionals are convinced that many things will 
become clear, and the obiast will learn who its heroes are 
once comprehensive audits of the distribution of special- 
purpose credit, quotas and licenses, disbursement of the 
budget, and the course of privatization are carried out in 
the oblast. This is the most realistic opportunity to move 
from general discourse about corruption to actually 
fighting It. 


Who Will Head the Operations Group? 


Saratov Oblast is not by far the most corrupt or conserva- 
tive in Russia. | can make a judgment about it as I know 
the situation in adjacent regions. The liberal policy which 
Yuriy Belykh 1s pursuing has influenced the course of 
economic and political reforms very favorably. Privatiza- 
tion 1s underway, and owner-operated farming is devel- 
oping vigorously: Last year the free peasants sold to the 
state 750,000 tonnes of grain, or 27 percent of the total 
oblast volume of procurement. The governor’s decision to 
allocate one-third of the seats on the oblast duma to be 
filled through elections on the tickets of parties and 
sociopolitical blocs should be considered unconventional. 
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Phese and other steps along the democratic path facilitated 
ofa tew political centers which are staking 
A regular 


the emergency 
the r clans to the supreme seat in the oblast 
process of program rivalry, open polemics, and the quite 


mshi criticism of the LOVETHOP NIM SC If has begun We can 


Imagine just how difficult his situation is if we consider 
that Yury Vasthyevich was appointed to his position by 
the president and, therefore, elections are upon him 


(On top of this, the excessively independent chief of the 


iW omMoitia with his initiatives is a nuisance This radical 
enario i resorted to, the administration may lose control 
The tight against corruption 

will primarily include the echelons of executive power 


‘re the political sittuavion 


the main base of Support for the governor. The mass media 
vill mount a campaign. and under the circumstances one 
} 


an hard ouch for the outcome of the lorincoming 


tion of the oblast head. The rating of the executive 


! 


utHoritves nas tallen 


} 


to begin with after 
iy the names of the former leaders of the Saratov 
Masoralty. IZVESTIYA has already reported the suicide 
ir 1} Mavor Y LIrty Kitoy and the arrest of two of 


Wm deputy ined 


le recent events 


vestigation has now been completed, 


and V talk about the underpinnings of these fateful 
shots. Ay a prosecutor s document suggests, Kitov and his 
ity Frolov committed theft of state and public prop- 
, particularly large scale. Fearing disgrace, the 
shot himself. Another deputy of his, Zotov, 1s also 
ved in the theft case 

Perhap il analysts who have proposed this version of 
oy med conflict between the administration and UVD 
| ire right. 1015 ill-timed because at present, when a 
la ind dangerous effort to root out corruption and 
me being nounted, cach honest profes 

il needs to be treated with particular care 


ree to bring the status of his 


ymphance with the Constitution 


| | dent nas Styned a de 
iatives int 
hey are now called authorized representatives of the pres- 
is not clear what their authority 1s about 
It would perhaps be logical to entrust the coordination of 
Vv enforcement organs and coercive structures in 
I to the 


hating corruption and organized crime precise 
presentatives. Objectively, this task 1s more appropriate 


{ the sovereign” than for the governor. 


NTERNATIONAL AFFAIRS 


i egal Issues Surrounding Foreign Labor Viewed 
OAS) 1 Moscow PRAVOT EKONOMIKA tn Russian 
FOR OFFICIAL USE ONLY 


\ } re J - Id p |4 


[Article by Professor Yurry Orlovskiy, deputy director of 
he Institute for Legislation and Comparative Law, doctor 
“On the Use of Foreign Labor in the 


O CPai SCIENCES 
) issian } ‘de 


ration 


[Text] Due to temporary economic difficuities in recent 


number of available 1ob positions in Russia has 


been decreasing. At the same ume, the scale on which 
foreign manpower 1s being enlisted for labor at Russian 
enterprises 18 expanding 
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With the aim of implementing Russian kederation state 
policy on the recruitment of foreign manpower and 
ensuring tne priority right of Russian citizens to occupy 
available job positions, Edict of the Russian Federation 
President No, 2146, dated 16 December 1993, establishes 
a new procedure for the recruitment and use of foreign 
labor in the Russian Federation. 


According to this edict, authorization of the Russian 
Federal Migration Service is required to be obtained tn 
order to recruit foreign labor. The Federal Employment 
Service issues such authorization upon recommendation 
of the executive power organs of republics within the 
Russian Federation, krays, oblasts, the autonomous oblast, 
autonomous okrugs, and cities of federal status. The 
authorization indicates the number of individuals, permis 
sible occupational specialties, and time frame over which 
an employer may accept foreign citizens for employment 


Authorizations are issued for a term of up to one year, as 
arule. Upon submission of a request by an employer along 
with justification, the term of validity of an authorizatio: 
may be extended, but not for more than one additional 
year. An authorization may not be transferred to another 
employer. Foreign citizens recruited for employment on 
the basis of an authorization may not be transferred to 
another enterprise. 


Ihe following may apply for authorizauions to recrus 
foreign labor: Russian juridical persons and enterprises 
with foreign investments operating in Russian Federation 
territory, as well as individual Russian and foreign phys- 
ical persons and stateless persons residing in Russian 
Federation territory who utilize the labor of hired workers 
in their personal business. 


By Edict of the Russian Federation President No. 847, 
dated 29 April 1994, the circle of persons with respect to 
whom procedure for the recruitment and utilization of 
foreign labor in the Russian Federation applies ts aus 
mented to include foreign juridical persons implementing 
contracts they have concluded in the Russtan Federation. 
Phe only exceptions are foreign juridical persons that send 
their employees to the Russian Federation in implementa- 
tion of a contract (installation management) for equipment 
they install. 


To obtain an authorization, an employer submits the 
following documentation to the Russian Federal Migiation 
Service: a) an application, b) a proposal (determination) of 
the appropriate organs of executive power of republics 
within the Russian Federation, krays, oblasts, the autono- 
mous oblast, autonomous okrugs, or cities of federal 
status, along with justification of the advisability of 
recruitment and utilization of foreign labor by the 
employer, and c) a draft labor agreement (contract) o1 
other documentation confirming a preliminary under- 
standing with foreign citizens or partners abroad on then 
intentions and on the terms for enlistment of foreign labor 
In this regard, the terms of payment and labor protection 
for foreign citizens, their social security and insurance are 
determined by the norms of Russian Federation legisla 
tion, taking into account particular features stipulated in 
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interstate and intergovernmental agreements concluded by 
the Russian Federation with foreign countries. If an enter- 
prise 18 Subordinate to the Ministry of Detense, the consent 
of this ministry 1s also required tn order to obtain autho- 
rization for the recruitment of foreign labor. 


Employers must bear in mind that the Federal Migration 
Service is obliged to render a decision on the issue of 
authorization for recruitment of foreign labor within 30 
davs of the date of submission of the required documents by 
the employer If an expert panel review 1s required for the 
rendering of a decision, such decision is made within 1S 
days of receipt of the expert determination. In any event, a 
decision must be rendered no later than 45 days from the 


date of submission of the documents. Notice of rejection of 


an authorization request 1s sent to the employer wath 
justification in written form within five days of adoption of 
the rejection decision 
foreign labor stipulated by the edict of the Russian Federa- 
tron President obligates the Russian Federal Migration 
Service to provide information on authorizations issued to 
appropriate diplomatic representations and consular insti- 
tutions of the Russian Federation abroad, information that 
will serve as the basis for foreign citizens to obtain an 
entrv-exit, visa with the right to work tor hire. Upon 
obtaining an authorization to recruit foreign labor, the 
employers, in turn, must send information to the Russian 
Federal Migration Service within one month concerning the 
conclusion of labor agreements (contracts) with foreign 
workers based on the authorization. 


Instances occur in practice where employers encroach 
upon the rights of foreign workers. When such incidents 
are uncovered, the Federal Migration Service may suspend 
the validity of an authorization until such violations are 
eliminated, or may issue instructions on their elimination 
within a certain time frame. If violations are not elimi- 
nated, the Federal Migration Service has the right to cancel 
an authorization issued for the recruitment of foreign 
labor. Deprivation of the right of use of an authorization 
may ensue without warning if action or inaction ts taking 
place that threatens people’s lives or their health. 


Authorizations are canceled in instances where an 
emplover terminates his economic activity or effects mea- 


sures to curtail the number or authorized strength of 


workers 


Whereas the authorization for recruitment of foreign labor 
isadocument for the employer, the foreign citizen entering 
the Russian Federation to carry out professional activity 
must have another document—confirmation of the right 
to engage tn labor activity issued by the appropriate 
territorial organ of the Russian Federa! Migration Service 


Contirmation of the right of foreign citizens to engage in 
labor activity 1s issued within the framework of the total 
number of individuals stipulated by the authorization. 
However. if foreign citizens are accepted by enterprises 
with foreign investments for employment as enterprise 


directors, or as deputies and subdivision directors (includ- 
ing detached subdivisions) of these enterprises, ther 


Ihe procedure for recruitment of 


job activity during vacation, within. th 
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recruitment based on confirmation of the right to labor 
activity is effected without drawing up an authorization 


An employer pays a lee amounting to the minimum 
monthly wage, as established by Russian Federation leg 
lauion, for each foreign worker recruited in order to obtain 
an authorization for the recruitment of foreign labor. Con 
firmation of the right to engage in labor activity is issued 
free of charge to foreign citizens hired by cinplovers within 
the numerical limits prescribed by an authorization 


Existing legislation provides for exceptions to the estab 
lished regulations regarding mandatory issue of authoriza 
tions for the recruitment of foreign labor and confirmation 
of the right to engage in labor activity. The regulations do 
not apply to foreign citizens who, mm accordance with 
Russian Federation legisiation: are officially acknowledged 
as refugees; permanently reside in territory of the Russian 
Federation; have obtained asylum in Russian territory 
have applied tor refugee status and authorization tor 
temporary residence. The following also do not fall under 
the above-mentioned regulations: foretgn citizens. scien- 
ufic and cultural figures who work in the territory of t 
Russian Federation in institutions established tn contorm- 
ance with interstate agreements, employees of diplomats 
and consular institutions or organizations that 

lomatic status, located in Russian Federation territory, 
religious figures engaged in religious activity in Russian 
Federation territory in officially registered religious orga- 
nizations and societies; crew members of 

time vessels and riverboats; students engaged in practical 
framework ot 


Cy hOS dip- 


Russian mari 


training programs of Russian institutions of higher profes 
sional education; correspondents and journalists accred- 
ited in the Russian Federation; lecturers and instructors 
invited to present lectures and perform other work a! 
Russian academies and Russian institutions of highe 

professiona! education; persons with respect to whom 
other procedure tor ob placement has been established by 
interstate or intergovernmental agreements efiected by ihe 
Russian Federation with foreign countries 


The procedure under discussion for recruitment and util 
zation of foreign labor in the Russian Federation also tak 

into account those instances where, as of the moment th 
procedure was introduced, a foreign citizen has already 
entered into labor relations with an employer tn Russia 
Federation territory. In these cases, the employer must 


‘ 


either obtain an authorization for the recruitment of 


foreign labor or discharge the foreign citizen-employee 
In its Decree No. 28 of 4 February 1994, the Ri 
Federation Ministry of Labor explained that in th 
instances where the need arises for an eniployer to dis 
charge a foreign citizen-emplovee in connection 
requirement to obtain authorization for the recruitment: 
foreign labor, the labor agreement (contract) with 
individual 1s terminated with a reference to Point 
Edict of the Russian Federation President No 2146. dated 
16 December 1993. The following annotation ts entered in 
the labor book of the employee: “Discharged in ac 
dance with Point 5 of Edict of the Russian Federation 


< ‘ 
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President No. 2146, dated 16 December 1993, "On the 
Recruitment and Use of Foren Labor mun the Russian 
Federation” Since the discharge in question is effected 
not at the employee's initiative, he must be provided 
compensation for moving expenses and must be afforded 
other benefits and compensation as stipulated by Russian 
hederation legislation and the individual labor agreement 
roontract) 


Phe edict of the Russian Vederation President of 16 
December 1993 also envisions a mechanism for unple- 
menting the established procedure for recruitment and use 
of foreign labor in the Russian Federation 


horemgn citizens who have entered the Russian Federation 
with the aim of engaging in occupational activity and who 
have been accepted for employment tn violation of the 
established procedure are subject to expulsion from. the 
Russian Federation by organs of the Ministry of Internal 
\ffairs, the cost to be charged to the emplover 


It would be useful for 1] who utihze foreign labor in the 
Russian Federation or who so intend, to familiarize them 
selves with the applicable requisite documents concerning 


foreign ciuzens working tn the Russian Federation 


Central Bank’s Foreign kconomic Activity Outlined 
M4IQ0IO3A Moscow DELOVOY MIR in Russian 1 Jul 94 p 7 


(Interview with Andrey Vernikov, deputy director of the 
(Central Bank of Russta Foreign Operations Department, 
hy DEFLOVOY MIR conmentator Rostislav. Gertsey, 
under the rubric “Conversation With a Competent 
‘and date not given: “Central Bank as an 
Economic Operations | 


Person’. plac 


Entity Engaging in Forergs 


iText] The Central Bank of Russia celebrated its birthday 
recently: The State Bank was established in the Russian 
Impire 134 years ago by an edict of emperor Alexander II. 
Let us remind our readers that, as (he main bank of Russia, 
within the limits of its jurisdiction the Central Bank, in 
particular, pursues a uniform federal monetary and credit 
policy, regulates monetary circulation, organizes efforts to 
finance capital investment, establishes settlement proce- 
dures, issues licenses to commercial banks, and supervises 
their activities. The organization and performance of 
banking operations associated with foreiga economic activ- 
ities are some of the multitude of other key functions of the 
Central Bank of Russia. 


DELOVOY MIR has asked Andrey Vernikov, deputy 
director of the Central Bank Foreign Operations Depart- 
ment, to answer questions associated with this aspect of the 


bank's operations. 
[Ciertse: | Andrey Viadimirovich, what kind of mutual 


relations does the Bank of Russia have with international 


financial institutions? How does the Central Bank of 


issla paiticipate in the mechanism of credit extension to 


Zussia by these organizations 


[Vermkov] The state that 1s, the Russian Federation, 1s a 
nember of international organizations such as the IMF of 
operations that Russia conducts 


the World Bank. All the 
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with the IMF or the IBRD [International Bank for Recon- 
struction and Development} (and we should be talking 
specifically about the IBRD, the main lending institution 
within the tramework of the World Bank) amount to 
sovereign borrowing. Credit is taken outin the name of the 
State, which guarantees repayment of the loan and the 
timely payment of interest, rather than in the name of a 
specific bank, ministry, or enterprise. The Central Bank 
participates in developing priorities for the program of 
credit extension, which is subsequently submitted to the 
IBRD and ts to be regularly discussed and adjusted. 


In turn, the EBRD [European Bank for Reconstruction 
and Development] is an intergovernment agreement, and 
governments of countries are tts members. In this instance, 
at issue is for the most part the extension of credit to 
private enterprises, and the state has no duty to be respon- 
sible for the debt obligations of credit recipients. 


[Gertsev] How vigorously 1s credit provided by these 
organizations used? 


[Vernikov] As far as IBRD credit is used, only the first 
loan—the first rehabilitation loan—has been used up. 
Some of it has been sold on the Russian currency market, 
some has been distributed among the sectors of industry: 
critical imported goods for health care, the coal industry, 
and transportation have been purchased. There still are 
several loans in the process of being used—a loan for 
rehabilitation of the on industry (the prevention of a 
decline in output at already existing fields rather than the 
development of new fields), a loan for the development of 
the employment service and social protection for the 
population, for supporting privatization programs, and a 
loan to develop the financial infrastructure and financtal 
Institutions. 


In May negotiations were held in Washington concerning 
five loans from among the priorities at once. At issue are, 
in particular, transportation—the restoration of strategic 
roads, yet another loan for the needs of the oilmen, for 
supporting enterprise restructuring with emphasis on 
private enterprises, and so on. 


| would Iike to stress that. since Russia as a State guaran- 
tees credit, it should also steer this process and designate 
sectors into which it 1s necessary to attract credit to the 
greatest degree. Such 1s the opinion of the Central Bank of 
Russia. The IBRD 1s interested in on’ set of projects, and 
we are in a somewhat different set; a compromise ts 
worked out as we move toward each other. 


As far as the pace of credit extension is concerned, it 1s not 
too high. At first it was believed that the influx of resources 
would be powerful. The G-7 has set ambitious tasks in 
terms of the volume of financing for Russia for the IBRD 
and the IMF every time; however, 1t has turned out that 
financing is being drawn at a slow pace. Incidentally, this 
is not all that bad—money cannot be borrowed without 
taking tts repayment into account 


Subrectively, the speed of tinancing depends on the IBRD, 
which first procecds from the terms Russia has coordi- 
nated with the IMF, and second, ttself makes the extension 
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of credit contingent on carrying Out various structural 
programs in the sectors to which credit 1s extended. | 
would say that the credit program 1s now gravitating 
toward the medium scenario, the “golden mean.” 


The Idea Is Good, But There Are Problems 


(Gertsev] If you can tell us more about credit for the 
development of financial institutions.... 


[Vernikov] The project has several blocks. The first 
includes the creation of the necessary banking infrastruc- 
ture. At issue ts retooling the banks, building a telecom- 
munications network, and automating it. The second part 
includes credit lines for the banks that will carry out 
investment projects in the Russian economy. To carry out 
this program the IBRD has selected a group of 20 Russian 
banks which, to its mind, are the best prepared to operate 
at world standards. 


The idea of the World Bank 1s to create a group of certified 
institutions through which its own resources could be 
“pumped.” After all, even sectoral credit going to Russia 
must go through banking channels. Therefore, a group of 
sufficiently reliable banks, with their own project financing 
services, 18 being created which will assume the credit risk 
of Russian enterprises. The IBRD itself assumes the credit 
risk of a state as a whole. 


The idea 1s not bad. but a number of problems have arisen. 
The opinion of the Russian side and the Central Bank 1n 
particular was not sufficiently taken into account in the 
process of selection. The IBRD refused to work with a 
number of respectable, to our mind, Russian commercial 
banks which are truly geared toward investment on the 
grounds that they are “in-house” banks. that 1s, belong to 
one industrial-financial group. 


Furthermore, undergoing an audit of the bank performed 
by companies in which the IBRD has confidence, such as 
Coopers and Lybrand, Price Waterhouse, and Ernst and 
Young, 1s one of the conditions for admission to the 
program. However. even an international audit does not 
always guarantee complete insurance against failure. There 
have been such cases in Estonia and a number of East 
European countries. I must note that all findings of this 
nature start with the words “...taking into account the 
difference between accounting methodologies in Russia 
and international standards....° In this manner, an 
auditing company 1s In a way preparing a path of retreat 
for itself ahead of time. 


You will agree that selecting the banks is a quite delicate 
matter. In essence, at issue is access to cheap resources 
(because at present the rate at which Russia receives World 
Bank credit is very advantageous—/7.27 percent annual 
interest over 17 years. whereas our banks extend credit in 
foreign exchange at 20-30 percent on average and for a 
very short period of time). The danger of banks getting 
involved in speculative activities arises; therefore, a mech- 
anism for monitoring the placement of these funds by the 
state 1s imporiant. Besides, this is about prestige—the 
selected banks will “bask in the reflected glory” of the 
World Bank. In quite a number of cases differences arose 
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between us and the IBRD, they listened to our views. b 

these views were not the decisive influence on mplin 
the list. Meanwhile, the plugging of other credit into that 
arrangement has already begun. For example. funds within 
the framework of a program for supporting privatized 


enterprises may only be channeled through IBRI ed 
banks. 

[Gertsev] Is the risk not too great in a sit 

Russia 1s liable for credit but banks for channeling them 
are selected by the IBRD virtually without taking into 


account the views of the government and the Central Bank 
of Russia? 


[Vernikov] This ts precisely what puts us on our guard 

IS precisely why we insisted on having the right of 
selecting commercial banks. However, a certain lack ot 
coordination in the positions of various Russian Federa 
tion ministries did not make it possible t 
problem. Discussion of this issue with the World Bank 1s 
underway; we have not lost hope and are looking | 
compromise. However, I must note that the World Bank 

a very experienced institution which has pro. h 

to attain its objectives in all the countries w 

ates, at times even if this is not entirely in line with local 
priorities. 

Rating and the Influx of Investment 

[Gertsev] Have there been changes in Russia's investment 
climate recently? 

[Vernikov] To my mind. yes. First. ltheralization is grad 


ally occurring here. Currency restrictions are beings 
nated one after another: they no longe: 


operations. Opportunities for the participati ff 
investors In privatization are expanding. and | ISS 
their access to our stock market will 

Foreign banks have been given an opportunity to works with 


the local currency through a system of rub 
nonresidents. The rate of inflation has fallen « 
the budget is more or less under contro! 


The problems are many: unsettled ownership arrange- 
ments, collisions between the authorities at Vario | 

Restrictions on the export of certain types of 
have remained tn effect to this day. The tax syst 
just complex, it 1s unpredictable. In addits there 1 
political instability in a number of regions 1h 
scares away potential investors 


At the same time I would take a quite balanced view of 
this. Magazines such as EUROMONEY or INSTIT! 
TIONAL INVESTOR frequently publish ratings of 3 
ious countries from the point of view of risks. However. as 
a rule. credit rather than investment risk 1s at. isst 


Understandably. the credit rating of Russia 1s g 
The well-known episode involving the Bank for Foreign 


Economic Relations has seriously undermined ¢ id 

in our country: our relations with the London and P 
Clubs have not been ultimately settled, other types of 
indebtedness associated with foreign trade operations st 


EXISt. 
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The existing rule according to which the rating of indi- 
vidual companies and banks may not exceed the rating of 
the country as a whole amounts to a serious obstacle to 
Russian enterprises and banks which strive to enter the 
international capital market and attract credit resources 
from it 


Some Russian compames, which are clearly honest and 
have high liquidity. have been cooperating with foreign 
partners for a long time, and the latter trust them but- 
when financial risks are evaluated, these enterprises 
immediately end up in the least favorable group. Legisla- 
tion 1s in effect in many states in keeping with which a 
banker allocating $1 in credit to Russia 1s forced to set up 
insurance deposits at the rate of up to 90 percent, that 1s, 
he must freeze tunds as compulsory reserves for credit 
which 1s considered doubtful. 


All of this restrains the influx of foreign credit into the 
Russian economy. This problem may be solved by gradu- 
ally raising our credit rating. Agreements with the interna- 
tional clubs and the accurate servicing of debts are needed. 
New participants in international relations should be very 
scrupulous in operations with foreign partners. 


Reasonable Protectionism or Unreasonable Restrictions? 


[Gertsev] Have the restrictions on foreign banks on the 
territory of the country warch have existed until the 
present hampered the process of attracting investment to 
Russia? 


[Vernikov] As I see it, they virtually have not. am nota 
proponent of harsh protectionist measures, but the idea of 
restricting the share of foreign capital in the Russian 
banking sector proposed by the Central Bank appears 
productive to me. The Central Bank determined that in 
1993 the proportion of foreign capital participation in the 
banking capital of Russia was not to exceed 12 percent; so 
far this norm has not been exceeded, which indicates that 
the decision was calculated correctly. 


The prohibition against foreign banks working with Rus- 
sian clients, which was in effect for a few months after the 
well-known edict of the president, was associated prima- 
rily with lobbying. with making decisions that accommo- 
dated one interest group. Pleas? note that small and 
medium-size banks headed by the Association of Russian 
Banks advocate the introduction of protectionist measures 
the most. This 1s a quite short-sighted policy. 


Edict of the Russian Federation President No. 1,184 of 10 
July substantially relaxed restrictions in this area; how- 
ever, the degree of danger posed by the more extensive 
access of foreign banks to the territory of Russia should not 
be exaggerated. To work in Russia successfully one should 
know how to work with rubles, and this 1s precisely what 
they do not know how to do at present. Foreign banks do 
not have built-up chains throughout the country and lack 
skilled cadres. Besides, a permit from the Central Bank of 
Russia 1s required to open each branch. 


It is highly doubtful that a major Russian client would 
suddenly shift his funds to a subsidiary enterprise of even 
a respectable foreign bank from a Russian bank (with 
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which he has been working for a long time, in which he 
frequently has invested money himself, and he therefore 
has an interest in its development and enjoys certain 
preferences). This 1s why something of a panic flight can 
hardly be expected. The practice of operation of foreign 
banks bears out this supposition. Undoubtedly there wil! 
be some redistribution of forces and influence on the 
market, however, it will not be in a position to “bleed dry” 
the Russian banking sector and paralyze its operations, as 
many people fear. 


[Gertsev] At present, many Russian banks are being 
blamed for being in no hurry to invest funds in the national 
economy while they have respectable currency reserves 
What 1s your attitude toward this? 


[Vernikov] Indeed, the currency liquidity of Russian com- 
mercial banks 1s very high now. They keep more than $10 
billion in both their current and deposit accounts abroad 
However, the point is that the resource structure makes tt 
impossible to engage in the extension of medium and 
long-term credit. Balances in the current accounts of 
clients or short-term deposits for less than three months 
rather than the internal funds of banks account for an 
overwhelming proportion of these funds. 


That 1s to say, despite the tremendous sum of currency tn 
the accounts of our banks, they cannot carry out long-term 
programs for the extension of credit. No bank can allow 
itself to create a situation whereby obligations to clients are 
short-term while assets are long-term—the danger of a 
liquidity crisis will immediately develop. 


Moral Equivalent of Hara-Kiri 


[Gertsev] Some of our economists and financiers have 
made predictions to the effect that once two well-known 
reformers leave the Government of Russia, the exchange 
rate of the dollar against the ruble will soar, inflation will 
grow into hyperinflation, mutual relations with interna- 
tional financial institutions will be undermined, and so on. 
Actually, it has not happened that way at all... 


[Vernikov] At the beginning of this year I was in the 
United States for training, and I remember well this whole 
hullabaloo, apocalyptic projections and commentaries tn 
the Western mass media based on pronouncements by 
individual experts from here. Time will tell. I believe that 
one should be responsible for his words. If one said that 
everything would crash the next day, and that by mid- 
summer the exchange rate of the dollar would come to 
R10,000, and if you were off by even one-half. one should 
commit the moral equivalent of hara-kiri. This is what 
people with integrity do. 


[Gertsev] As far as I know, the Bank of Russia currently 
enjoys a good reputation throughout the world. 


[Vernikov] Yes, it has consolidated considerably recently 
Characteristically, IMF and IBRD experts easily find 
common language with us on virtually all issues. At 
present, they have almost no complaints about the cur- 
rency and credit activities of the Central Bank of Russia 
In particular, our efforts to create and regulate an actually 
operating currency market receive high grades. Russta’s 
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opinion ts sertously taken into consideration—for 
example, this was the case with the election of Jacques de 
Larosiere to the post of EBRD president. Viktor Gerash- 
chenko himself feels very confident at the level of profes- 
sional communication with the directors of central banks 
rom other countries and has a great reputation. This ts 
shown by his regular participation in the meetings of the 
club ot central bankers, which 1s what the Bank for 
International Settlements in Basel 1s. 


Of course tar from everything is ideal in the operations of 


the Bank of Russia. However, we are learning and mas- 
tering new instruments for operations; 1t appears to me 
that we are quite successful. 


Results of Indian Prime Minister's Visit Assessed 
YFIO04O2B Moscow DELOVOY MIR in Russian 
) Jal Yd p ] 


(Commentary by DELOVOY MIR correspondent Leonid 
Kuznetsov: “Optimists Rewarded” ] 


[Text] On the eve of his departure for Moscow, Indian 
Prime Minister Narasimha Rao said that there ts a great 
future in Russo-Indian tres, and the upcoming visit would 
become a huge step on the road to it. Russian President 
Boris Yeltsin. raising his champaign glass, reaffirm.ed—by 
this time on the basis of results of the negotiations—his 
high indian guest’s prediction. 


The leaders of the two countries are quite justified in 
making such statements. First and foremost because Russo- 
Indian relations have a very, very long history. Like a 
talisman, it offen protected Moscow and Delhi from mis- 
takes and hasty decisions. Especially considering that during 
the last few years the economic and trade dialog between the 
two countries had been in a decline. It was caused first and 
foremost by the disintegration of the USSR and crisis 
phenomena in Russia, which, naturally, could not fail to 
lead to corresponding consequences. Aithough, I must say, 
on the basis of personal observations from visiting India 
iness people, that generally they kept 
optimistic. Now the optimists are rewarded. First of all, by 
the results of the summit negotiations in Moscow. 


and meetings with b 


Rao ind Yeltsin signed political documents (the Declara- 
tion on Further Development and Intensification of Coop- 
eration Between Russia and India; the Moscow Declara- 
tion on Protection of Interests of Multinational States), as 
well as a package of agreements in the area of trade, 


science, and space 


is hard to overestimate. Take for 
e military affairs. To the best of my knowledge, 70 
percent of the arms that Indian enforcement structures are 
equipped with are of Russian make. They need repairs. 
New ones are needed as well, because, as an Indian 
‘trom generals to soldiers” everyone 1s 


Their importance 


diplomat put it 


trained to manipulate a Kalashnikov rifle rather than the 
Well. asa result of the summit meeting, 
reached to extend for two more years 
Russian credits to India in the sphere of military cooper- 
ation. This 1s a general direction. Tactical tasks were 


American MI-1¢ 


an agreement was 
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discussed as well, such as the question of setting up joint 
enterprises to maintain military aircraft. 


There was one more, a tougher problem that apparently 
the sides were able to crack or at least make easier the road 
to its solution. The ttem in question 1s mutual debts. 
Russia could cover part of its debt by participating in the 
construction of power generation facilities in India. As to 
India, in this respect the matter 1s more difficult, or so it 
seems to me. India’s debt stands at $10 billion—the 
inheritance left to Moscow by the former Soviet Union. In 
this area, the negotiations, of course, occasionally turned 
into a true labyrinth, where both parties were standing 
close by without understanding or seeing One another. For 
instance, the ruble today lost a lot of its “weight” in 
relation to the dollar. But, at the same time, the ruble for 
which India was buying, for instance, arms, was a special, 
“heavy” hard currency-equivalent ruble (its exchange rate 
in relation to the Indian rupee was set in 1978). And here 
the participants in the negotiation showed amazing flexi- 
bility. Even earlier, a decision was made to postpone debt 
repayment for 45 years (one-third of it, to be precise). This 
time, the possibility was discussed to transfer part of this 
debt to the West, to which, in turn, Russia owes (as a 
USSR successor) $80 billion, as well as transferring part of 
the debt to Russian private companies to be used for 
expansion of the Novorossiysk seaport. 


Of course, unresolved questions remained. But, on the 
whole, the Russo-Indian summit was a success. To the 
delight of both optimists and pessimists. 


MFER Exerts Control Over ‘Special Exporters’ 


94400462A Moscow KOMMERSANT DAIL) 
in Russian 2 Jul 94 p 2 


[Article by Vadim Bardin under the rubric “Russian 
Special Exporters”: “Special Exporter Becomes Subject of 


Foreign Economic Regulation” | 


[Text] Today KOMMERSANT is publishing the list of 
registered and reregistered special exporters (see p. 11) 
officially sent owt by the MFER [Ministry of Foreign 
Economic Relations]. Since the ministry continues working 
in this direction, KOMMERSANT expects that the list of 
special exporters will be expanded. 


Russia would not be Russia if the presidential edict “On 
Repealing Quotas and Licenses on Exports of Goods and 
Services” meant truly doing away with the nontariff regu- 
lation of exports. Special exporters—the companies offi- 
cially registered with the MFER as fit to export goods 
considered strategic—will remain regardless of the fate of 
the quotas. 


The government decree dated 2 November 1992 and 
called with a considerable measure of irony “On Measures 
on Liberalization of Foreign Economic Activities” sepa- 
rated quotas and special exporters. The latter only bene- 
fited from it, since the decree, in addition to the list of 
goods subject to quotas, also introduced another—the 
goods only special exporters have the right to export. It 1s 
not hard to guess that the latter list 1s longer. Now spectal 








exporters can choose suppliers on the basis of their own 
preferences: Since | July, the existence of quotas 1s of little 
concern to them 


Naturally, special exporters are “watched” by export and 
hard currency controllers. The MFER shows the greatest 
acuivism in this respect. Already during registration or 
reregistration, special exporters undertake the obligation 
to instruct the banks to pass to the MFER the information 
on the movement of foreign currency in their accounts— 
with respect. of course, to operations they conduct as 
special exporters. The ministry intends to go one step 
further and extend its control powers over banks them- 
selves by limiting the personnel permitted to service spe- 
cial exporter accounts 


Special exporters themselves, however, are no longer 
willing to play only a passive role. They are in the forefront 
of active supporters of retaining tariff preferences. And oil 
exporters did get their wish: The exports regime with 
respect to oil and petroleum products (quotas and prefer- 
ences) will remain in effect until the end of the year. On the 
other hand, active work is being conducted on strength- 
ening the status of sectoral exporter unions. The MFER 
logically counts on the unions to take upon themselves a 
considerable part of work in antidumping control. At the 
same time, exporter unions are becoming an independent 
torce capable of influencing foreign economic policy. And 
the leading roles in them will be played. of course, by 
special exporters. 


Special exporters ambitions are illustrated by the example 
of the same oi! exporters. The situation 1s rather inter- 
esting. On one hand, Russia’s oil and gas regions have set 
up their association—under the chairmanship of Yuriy 
Shatranik, the Mintopenergo [Ministry of Fuel and 
Energy] chief and member of the Federation Council from 
Khanty-Mansi Autonomous Okrug. On the other, oil 
exporters are not in a hurry to set up their own union 
despite the efforts of Minister Oleg Davydov. They feel 
constrained by the MFER umbrella. They are counting on 
direct patronage of the government. Hence, they are 
buriding a well-echeloned lobbying ram, which will test the 


resilience of both the presidential edict, which repealed 
foreign economic quotas and preferences, and foreign 
economic regulation as a whole. 


As to the actual list we are publishing, its analysis leads to 
a number of interesting conclusions. First, the dynamics of 
the special exportcr population demonstrates no correla- 
tion with the decisions being made on reducing their 
number. Even the number of oil exporters, which 1s under 
a special control on the part of not only the MFER but also 
the government, supports the point. In the end of last year, 
the MFER tightened the reregistering procedure and tem- 
porarily stopped accepting new members into the club of 
special exporters of oil—in January 1994, there were 12 of 
them. By the middle of April, despite direct instructions of 
the prime minister to the contrary, their number increased 
to 20. Then PO [industrial association] Komineft was 
Stripped of its special exporter rank ior not fulfilling 
delivery obligations toward state requirements. The fore- 
cast 1s this: The number of oil exporters will increase. The 
Mintopenergo supports increasing the number of special 
exporters-producers; the regions demand delegating to 
them the right to participate in the process of special 
exporters’ registration. The growth trend can also be seen 
on the example of special exporters of nonferrous metals, 
fertilizer, and fish. 


Second, although formally an absolute majority of special 
exporters are joint-stock societies, in essence the bulk of 
deliveries 1s done by “pro-state” structures. A textbook 
(and only one of the many) example—oil exports. Of 19 
special exporters, two—Nafta-Moskva (former Soyuznef- 
teeksport) and Machinoimport (an MFER trade associa- 
tion) account for more than half of all volume of oil 
exports. 


In principle, SP [joint enterprises] possessing a certificate 
of own production could add variety to the composition of 
state exporters. But, it appears that the certificate served as 
a substitute for a special exporter status only until | July. 
The repeal of quotas, as the MFER information shows, 
may result in that now in order to export “strategic 
materials” the SP’s will have to undergo registration as 
special exporters. 





Dynamics of the Number of Special Exporters of Most Foreign Currency-Intensive Raw Materials 
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“Russia and Eastern Europe’} 


{Text} After the breakup of the Soviet Union, Russia had 
to define its own foreign policy interests and priorities. 
Although some continuity was preserved in the foreign 
policy of Russia, as the largest of the states succeeding the 
former USSR, particularly tn the area of arms control, 
there have also been some significant changes. In essence, 
the foreign policy of a new state is being elaborated, 
because when Russia was part of the USSR. 1 did not have 
a foreign policy line of its own, distinct from the union 
line 


Furthermore, the Russian State was in a fundamentally 
different geopolitical position than the former Soviet 
Union. All of the determining factors of foreign policy 
have undergone significant changes and are not the same 
as they were just two or three years ago. This also applies 
10 Eastern Europe, which was viewed by the Soviet Union 
as the most important sphere of its interests and influence 
and therefore was assigned special importance in Sovict 
policy. Russia's approach to this region ts distinguished hy 
many new features. 


The term “Eastern Europe” 1s certainly somewhat indefi- 
nite, and that 1s why the region in question ts increasingly 
likely to be referred to in literature as Eastern, Central, and 


Southeastern Europe. It 1s comprised of the whole group of 
former socialist countries of Furope. with the exception of 


the GDR. Sometimes this definition also extends to the 
three Baltic states—successors-in-interest to the former 
USSR. For the sake of brevity, however, the term “Eastern 
Europe.” however ambiguous it might sound, will be used 
in this article 


An analysis of the prospects for Russia's relations with 
Eastern Europe presupposes the consideration of post- 
communist Russia’s internal development needs, the dis- 
closure of its natronal-state interests and the foreign policy 
objectives of different countries in the region and, finally, 
an assessment of the West’s interests in Eastern Europe. 


Russia's East European Strategy 


Russian foreign policy toward this region as a whole and its 
individual countries 1s still being defined, and that 1s why 
its long-term goals are somewhat indefinite. Russia’s long- 
range national-state interests in the domestic and foreign 
spheres are still being debated and are interpreted in 
different ways by different social forces. The objective 
requirements of Russia’s existence as a State in the inter- 
national community and the interpretation of these 
requirements by politicians are not the same thing. The 
differences can be quite significant, although these obyec- 
tive requirements have to be reflected in policy. because 
any political party 1n power has to be concerned about the 


interests of the state as a whole and tts security, economic 
progress, and social stability. 


We can foresee different patterns of development in the 
political and economic situation in Russia anu different 
changes in its state structure. The unprecedented move 
from totalitarianism to democracy and from the controlled 
economy to the market economy could have many unex- 
pected implications. The possible fragmentation of Russia 
and the intensification of regional separatism and of 
national-patniotic and imperial attitudes in the parliament 
and government, for example, could change tts foreign 
policy considerably. Nevertheless, there are several identi- 
fiable objective factors which are almost certain to deter- 
mine the future of Russia and its foreign policy aims. 
These have to be taken into account in future discussions. 


Above all, these include the historical legacy and strong 
traditions of relations with different countries of Eastern 
Furope. The roots of mutual SUSPICIOD, mistrust, and 
hostility, as well as good-neighbor relations, friendship, 
and mutually beneficial economic cooperation, can be 
found in the past. The historical memory 1s more likely to 
retain the most dismal events of the past, and these 
recollections are most likely to rise to the surface during 
periods of crisis-related instability. Happier memories are 
stronger during other, more peaceful periods. Obviously, 
the history of Russia’s relations with different East Euro- 
pean countries 15 quite diverse and 1s affecting present-day 
policy in different ways. 


Throughout the 20th century Eastern Europe has been the 
site of historic events. This is where the flames of the two 
world wars began to blaze. The fate of this region and the 
spread of Soviet influence there were the main cause of the 
“cold war.” 


This is where the fall of communism began, as well as the 
collapse of the military-political and economic blocs the 
Soviet Union had created. This led to cardinal changes in 
the international balance of power. Now it 1s the site of 
colossal societal transformations that are giving rise to 
instability, acute conflicts, and economic difficulties. By 
he same token, if the transformations are successful, they 
will pave the way for cardinal improvements in the polit- 
ical atmosphere of the whole European continent. 


The democratization of the social structure and the move 
to socially oriented market relations are eliminating many 
of the ideological and institutional barriers that once 
precluded cooperation and interaction with the West. A 
stronger foundation ts being laid for mutual trust and the 
settlement of disputes. As the countries of Eastern Lurope 
become more democratic and more secure in the economic 
sense, the prerequisites for the development of equal- 
partnership relations with other European countries will 
he established. 


For this reason alone, the region has to occupy an impor- 
tant place in Russian foreign policy, particularly in view of 
Russia’s own role as one of the main protag: nists in the 
regional changes. Perestroyka and the new political 
thinking in Russia provided the long-awaited impetus for 
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ft the bast kuropean countries from com 
is being intluenced by the 


the liberatro 
munism., Russia, i turn 
example and experience of social reform in these coun 
tries. In addition to all of this, the United States and 
Western Purope are aware of the potential value of Central 
and Eastern burope as an example of post-communist 
reform and a posstble ally of the West and have made 
perceptible etforts to strengthen ther own influence there 
Changes in the attitude toward the East European coun- 
dy apparent at the very beginning of Gor 
ration of paternalism, of 
countries as tuntor partners. and of 
n them political leaders, 

and the recognition of each navionality’s freedom of choice 
were first declared and then gradually embodied in the 


trcs were alre 
bachey § perestrovka. Phe renun 
thy tre itment ot tive 


the attempts to exert pressure 


foreign policy practices of the Soviet Union The necessary 
conditions for a truly equal partnership did not extst, 
however, until after the revolutronary changes in Eastern 
turope and the breakup of the Soviet Union 
On the or ind. th INti-commMunist regimes were 
immediat In favor of the genutne tndependence and 
vereignty of their countries and against any kind of 
intervention by thei ) neighbor, on the other hand, 
eigh! iS tryin ype with acute internal 
problems of its own and lost the ability to exert pressure on 
its former allies and to influence m for its own benefit 
Russia accepted these new facts. The withdrawal of Rus- 
sian troops from the territory of Czechoslovakia, Hungary. 
ind Poland. and then from Estonia, Latvia, and Lithuansa 
‘Il, was supposed to strengthen the line of genuine 
partnership and equality in relations with these states 
| tereotypes of the earher paternalistic approach to 


stern Europe, however. have not been completely 


sed. and at times they break through the new policy. 


Some Russian officials are upset by the loss of the former 
es customary submission to Moscow and have wanted 


to show them who ts the boss. Stricter terms of trade and 
‘ttlemenits with these countries, from a preferential 
iring procedure to payments in hard currency. began to 


be instituted even in Gorbachev's time. There were more 
refusals to satisfy the former allies’ requests for 
deliveries of oil, gas, and other crude resources from the 
UISSR. This was accompanied by the curtailment of pur- 
ff finished products in Eastern Europe. and this was 
followed by the partial realignment to Western markets 


Chere was also some reduction in the exchanges of officia! 
lelegations after 1989, and the cessation of foreign policy 
consultations. In short, the interest in the countries of this 


eron was considerably diminished. At the end of his term 
in off as minister of foreign affairs, E. Shevardnadze 
tried to correct the foreign policy bias in favor of the 


Linited States and the West, but he did not have time to 


arry out his intentions 


\fiter the tailure of the August coup in 1991, Russia began 
yay More attention to Eastern Europe. The president of 
sia made several trips to countries of that region. New 
ww eements on cooperation were signed. The reduction of 
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trade and cultural exchanges, however, continued. Pui 
thermore, there was no perceptible change for the better in 
political and military relations. Over the long range, how- 
ever, Russia's interest in Eastern Europe ts certain to grow 
because the state of affairs in that region can have a direct 
effect on Russia's own security and its political and 
economic reforms. 


Today the West no longer poses a military threat to Russia 
and the other successors of the former Soviet Union. The 
agreements on the reduction and control of nuclear missile 
potential and conventional armed forces are a significant 
element of Russian security. Broader cooperation with the 
West in other spheres, primarily economic, 1s certain to 
strengthen mutual trust and eliminate many of the earlier 
fears 


The Russian diplomatic establishment, however. has to 
remember that the West will remain one Russia’s dan- 
gerous competitors in the market for state-of-the-art tech- 
nology. arms, and many finished goods over the long 
range, and that U.S. global policy will come into conflict 
with Russian interests in several areas. 


For this reason and several internal reasons, the safe- 
guarding of Russian security has turned into a sensitive 
issue. The political and economic dependence of the 
Yeltsin-Gaydar government on the benevolence of the 
United States and the “Big Seven” has aroused feelings of 
insecurity and vulnerability to outside pressure in the 
general public and tn influential social forces. This has 
been fostered by the poorly concealed interference in 
Russia's internal affairs and the unconcealed support of 
pro-Western political leaders, regardless of how unpopular 
their actions might be within the country and how destruc- 
tive they might be for its industry, its defense potential 
and the consolidation of democracy. 


Russia no longer has any enemies capable of posing a 
military threat, but it has also lost its allies, and the 
possibility of living in isolation, without any real friends. 
deprives any nation of a sense of total security. This 1s the 
reason for the natural wish to restore good-neighbor rela- 
tions with the states with which Russia shares a common 
destiny, many traditions, and comparable difficulties of 
the move to a market economy. 


Russia has an objective interest in stronger trust between it 
and the states of Eastern Europe and the subsequent 
eradication of all of the layers of past experience that could 
cloud future relations. Of course, actual policy does not 
always corroborate this thesis, but this 1s a long-range 
tendency. It 1s in Russia’s interest to ensure that the states 
of Eastern Europe have no fear of any kind of threat from 
the East, have strong guarantees of their own security, and 
have no strong wish, stemming from a sense of their own 
vulnerability, to join military alliances or coalitions that 
might be directed against Russta. 


Russian interests would be served by the success of poilt- 
ical and economic reforms in Eastern Europe, social sta 
bility in all of the separate countries of that region, and the 
absence of acute conflicts between them. In this respect 

interests coincide with the interests of the West, and the 
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two are unlikely to diverge over the long range. The failure 
of the Current democratic and market reforms could have 
severe effects on Russia and all of Europe. The more stable 
and predictable the situation in this region becomes, the 
less reason there wall be, all other conditions being equal, 
to feel anxious about Russia’s security, and the more 
prerequisites tt will have for cooperation with countries in 
the region in all areas. 


There is also another significant aspect of the interest of 
Russia and its progressive social forces in consolidating 
democratic and market institutions in the East European 
countries. Their experience ts closer and more comprehen- 
sible and can serve as an example and point of reference 
for Russia. This is the reason for the continued interest in 
communication and the exchange of experience in an 
effort to avoid any repetition of the mistakes of others. In 
spite of misunderstandings and offenses, the similarity of 
historical events in these countries 1s still a constant factor 
in Russia’s relations with these countries. 


The steps Russia 1s already taking for the development and 
improvement of relations with the East European coun- 
tries are certain to continue. This will require the estab- 
lishment of not only the legal prerequisites, but also the 
nstitutional basis, for interaction in the political, commer- 
cial, scientific and technical, and cultural spheres, and it 
will also require a search for ways of strengthening mutual 
trust in the military sphere. 


lt is highly probable that the stabilization of economic 
conditions in Russia and the efforts to surmount the 
difficulties of the transition process in the East European 
ountries will heighten the interest in the restoration of the 
economic interaction necessary to both sides. The disrup- 
tion of economic tres as a result of objective circumstances 
and errors in policy, primarily the policy of the former 
Soviet Tinton and then of Russia, caused considerable 
damage. According to experts, this was one of the main 
reasons for the recession in this region. 


The loss of the former Soviet market cannot be offset by 
other markets within the near future. The illusions about 
Imminent membership in the European Union will give 
way sooner or later to a more realistic assessment of all of 
the difficulties connected with these political and eco- 
nomic losses. As the sobering process progresses, there will 
be more interest than today in the possibilities for intrar- 
egional trade and cooperation, with the participation of 
Russia, Ukraine, and Belarus. 


It is not difficult to trace the connection between the 
establishment and restoration of close cooperation by 
Russia with the East European countries in trade, industry, 
science. and technology and the safeguarding of their 
military, economic, and environmental security. Their 
mutual tnterest in the preservation and reinforcement of 
economic ties and the merging of their interests by the 
operations of transnational companies wil! serve as a 
deterrent in the event of political friction or even military 
tension 


Russia has an interest 1n making every effort to promote 
Interaction in a region where the necessary 
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traditions and objective prerequisites for this stil! exist 
Stronger regional cooperation in Eastern Europe is com 
pletely consistent with the policy of the European Union 
and will not conflict with the plans for the future untfica 
tion of Europe, because this can also be furthered by 
stronger interaction by regional groups 


Foreign Policy Strategy of Eastern Europe 


After the liberation from communism and the collapse of 
the international alliances created by the Soviet Union, the 
countries of Eastern Europe acquired genuine indepen- 
dence and national sovereignty and became an autono- 
mous factor in international politics and especially in 
European politics. Although they survived the stage of the 
abrupt collapse of the economic structure and government, 
they are suffering from high leveis of instability. There 
have been conflicts within these countries and between 
them, and there have even been military hostilities. as in 
Yugoslavia. The states of the region have vet to identity 
their interests in the system of international relations. 
Nevertheless, the main elements of their foreign policy 
lines are already apparent 


Because of their geopolitical position, the countries of 
Eastern and Central Europe were traditionally in the grip of 
large powers—primarily Germany and Russia. They were 
drawn into one orbit or another. This tendency ts likely to 
continue tn the future. Today virtually all of them have the 
same wish for complete freedom and independence and the 
hope of joining the ranks of the contemporary developed 
states and. eventually. of joining the European Union 


In spite of their common strategic goals. however, they are 
far from unified and are competing with one another for 
the approval of the West and access to its markets. Many 
of their interests conflict and many of their oid offenses 
and claims are being revived. The conflicts between the 
independent countries that came into being as a result of 
the breakup of multinational states are particularly acute. 


In this atmosphere of newfound freedom and indepen- 
dence. as well as the vacuum of influence in the region, the 
genie of nationalism and ethnic hatred has broken out of 
the bottle. This 1s being fostered, of course. by the severe 
recession and the disruption of the economic ties of 
regional integration. All of this has intensified the division 
of the region into two groups of countries: the Southeastern 
group, consisting of Romania, Bulgaria, Yugoslavia, and 
Albania, and the Central-East European group—Poland 
the Czech Republic, Slovakia. and Hungary. as well as the 
associated Baltic states. Slovenia, and Croatia 


The differences between the two groups in economic 
levels, standards of living. and degrees of democratic and 
market reform may be sustained and intensified in the next 
decade and bevond. These dissimilar development trends 
could contribute to the continued existence of the nutritive 
medium for nationalism, ethnic conflicts, authoritartan- 
ism, and trade rivalry 

By assigning higher priority to Western Europe and the 
United States in their own foreign policy, the countries of 
the region are hoping to gain support in the resolution of 
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thers own economic problems, the completion of demo- 
cratic and market reforms, and the detense of their secu- 
rity, and possible mediation in the settlement of intrar- 
egional conflicts. Russia, which has grown weak and is 
preoccupied with internal difficulties. 1s being assigned 
tertiary significance in the policy of these countries, 
Western Europe, as their closest partner in the territorial 
and historical sense, occupies the most prominent post- 
tion, Although the United States 1s viewed as the bulwark 
of democracy, an important factor in European stability 
and security, a source of credit and investments, and an 
important trade partner, it 1s nevertheless of secondary 
importance in comparison to Europe. 


Under these conditions, security guarantees are of special 
importance to the relatively small countries in the region, 
which are aware of the vulnerability stemming from thei 
own limited military potential. Their fears are com- 
pounded by memories of past events, the instability in the 
territory of the former Soviet Union, and the appearance 


of new neighbors with unspecified goals and policies. All of 


this 1s intensified by their feelings of uncertainty and 
anxiety and by the fact that the West's interest and concern 
are focused more on Russia, because tt 1s a nuclear power 
and because its destabilization would be particularly dan- 
gerous. This is the reason for the apparent lack of interest 
in the problems of the small states of the region. Politicians 
are haunted by the specter of a new Yalta, of agreements 
concluded at the expense of East European interests. 


The reorientation of the policy of the East European states 
is unlikely to produce perceptible results in the near future. 
The establishment of the new balance of power and 
interests in Europe as a result of the dramatic changes of 
recent years will take at least a decade. Poland, the Czech 
Republic, and Hungary would like to find a place under the 
protective umbrella of the West European economic and 
political structures, and perhaps of NATO. as soon as 
possible. They do not want to stay in the waiting room for 
a long time and are using various political maneuvers to 
speed up their acceptance as members of the EC and 
NATO. For the next few years, however, their impatience 
will run up against the reserved stance of the European 
Union and the United States, and also, tn the case of 
NATO, the objections of Russia, which could give the 
West a severe headache. 


The satisfaction of the Southeast Furopean countries’ wish 
to join the European Union could create even bigger 
problems. The tume for serious negotiations, however, has 
not arrived yet. The EC would prefer to leave them on 
their own for now, encouraging them to restore thet 
regional ties. including ties with Russia and Ukraine. In 


view of the particularly volatile nature of this part of 


Furope, the West 1s in no hurry to extend 1ts commitments 
to the prevention and resolution of conflicts there 


The prospect of the creation of stable regional groups in 
Central and Eastern Europe and tn tts Southeastern region 
for the intensification of economic and political coopera- 
tion and the consolidation of collective security 1s still 
highly questionable. The historical legacy, religious and 
linguistic differences, disagreements over environmental! 
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issues and the status of ethnic minorities. and trade rivalry 
leave little chance of unification around some kind of 
common cause, which would allow this group of countries 
to take a unanimous stance in international affairs. The 
Visegrad Group (the Czech Republic, Slovakia, Hungary, 
and Poland) has shown no sign of becoming an association 
with common instituttons and a common policy. Never 

theless, there has been some coordination of foreign policy 
acuions in this group. 


Russia's attitude toward this group and other regional! 
groups will be positive and will be marked by a desire for 
cooperation, but only if they do not oppose the develop 
ment of relations through all other channels, including the 
all-Europe process. Apprehensions could be aroused only 
if the motive for unification 1s the exaggeration of the 
threat from the East or mistrust of Russia. As far as Russia 
is concerned, the return to a great-power policy can be 
virtually excluded as a potential threat. Russia will be 
preoccupied with the resolution of its internal political and 
economic problems for many years, if not decades. They 
will require the concentration of forces and mobilization 
of resources, leaving no reserves for the high costs of 
great-power politics. 


This certainly does not mean that Russia has no great 
power imperial ambitions and the political groups to 
express them, but the political influence of these groups 
will always be limited by the actual opportunities to act on 
these ambitions and by democratic forces, which will 
oppose any attempts to return to the imperial past 


Italy's proposal to create a so-called “Hexagon.” made up 
of Italy, Hungary, Austria, Poland, the former C7echoslo- 
vakia, and the northern republics of the former Yugo- 
Slavia, for the purpose of more intense interaction by the 
countries that once constituted the Austro-Hunganan 
Empire, will probably fail to gain the required support 
Under present conditions, the revival of past geopolitical 
concepts like the “‘Little Entente’ would be counterpro- 
ductive and could cause international disagreements 


As we can see, the newly defined national-state interests of 
the East European countries and the strategic goals of ther: 
foreign policy are quite far removed from the possibility of 
attaining these goals. The eradication of these initial 
illusions will be accompanied by a more objective realiza- 
tion of the importance of relations with Russia. The 
beginnings of the leftward shift in the political spectrum of 
several countries of Central and Eastern Europe could lead 
to certain adjustments tn foreign policy that would pave 
the way for better relations with Russia. 


The West's Fast European Strategy 


Western policy toward this region has been finalized yet 
There 1s no question that the old approaches of the 
doctrine of “butlding bridges,” the differentiation of rela- 
tions with individual countries, depending on the degree of 
their dissociation from the Soviet Union, the support of 
civil rights movements and so forth, require reassessment 
They did ultimately prove to be justified, but now that the 
communist regimes have fallen, now that the Soviet Union 
and the blocs in Eastern Europe have broken up, and now 
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that instability 1s rampant, the West needs a new strategy 
in this region, Its goals have been debated by experts and 
political leaders.’ The final definition of these goals is 
certain to affect Russia's foreign policy line. 


Eastern Europe represents a serious challenge to the West, 
for which there has not been an appropriate response to 
date. The interests of the United States, the European 
Union, and individual West European countries fre- 
quently diverge, complicating the pursuit of a common 
policy. Conflicting and sometimes extremist ideas have 
been advanced. Here is what the WALL STREET 
JOURNAL had to say about the prime minister of Slova- 
kia’s comments on the priority of his country’s relations 
with Ukraine and Russia: “It is time to attach Slovakia to 
the Western camp.... The West cannot allow Slovakia to 
remain a loaded but unguarded cannon in Central Europe. 
If Slovakia turns toward the East, it will be the missing link 
in the line of defense of the Central European reformist 
regimes, which are guarding the West against potential 
instability in the former Soviet Union.’” 


The attempts to retrieve the theores of the “buffer zone” 
or “cordon sanitaire’ from the storehouse of pre-war 
policy and to revive them are regrettable. Russia will have 
to consider the inertia of foreign policy thinking, which 1s 
impeding the establishment of a new balance of interests 


between the West and Russia around the role and place of 


Eastern Europe in the system of international relations. 


Judging by al! indications, the hope of preventing the 
creation of a vacuum of influence in that region 1s prom- 
inentin Western strategy. [The West will attempt to take on 
the role of a leader and guarantor of stability and security, 
on which the countries of the region can rely in their efforts 
to carry out market and democratic reforms. 


It is important to the West to prevent the dangerous 
destabilization of political and economic conditions tn the 
region and to support the democratic and market reforms 
there with credits, private investments, and better trade 
conditions. The West's possibilities are limited, however, 
and the competition between recipients of aid in the world 
and in Europe ts intense. Furthermore, the very willingness 
to take on the burden of serious commitments with regard 
to the East European countries has been expressed only tn 
the most hesitant tones. Nevertheless, they did get substan- 
tial credits from the West. Half of Poland’s debts were 
written off, and the flow of direct private investments has 
increased, particularly in Hungary, the Czech Republic, 
and Poland 


[he Furopean Union ts close to a final definition of its 
approach to the countries of Eastern Europe. “A positive 
signal from the Community to indicate its approval of the 
possible membership of these countries (in the Commu- 
nity) on the right terms would make a substantial contri- 
bution to trust and stability.” an EC Commission report 
says. “By signing most of the European agreements with 
them, the European Union and its members can promote 
the creation of the necessary conditions for the active 
participation of these countries in European integration.” 
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The European Union is in no hurry to gratify the East 
European states with an offer of membership in the EC, 
however, and 1s demanding the fulfillment of several! 
conditions—the establishment of a political and economi 
system based on the primacy of law, respect for the rights 
of the individual and of ethnic minorities, the institution 
of free elections, and adherence to the principles of the 
market economy, The unconditional requirements also 
include the ability of the candidates to assume all of the 
responsibilities and carry out all of the duties of member 
ship, including the support of the goals of the political, 
economic, and currency umion, and the stability of then 
government institutions. 


It will take a long time for many of the countries in the 
region to satisfy these requirements and give up a large 
part of their sovereignty. Their inclusion in the orbit of 
West European integration will be a lengthy process, and 
this 1s certain to intensify their concern about their own 
security, 


The United States approves of Eastern Europe $s turn to the 
West and the reciprocal moves of the European Union, but 
Russia will have to remember that the United States has its 
own specific interests in the region, distinct from West 
European interests. This is connected with the Uinited 
States’ special role in postwar European development, the 
significant number of American citizens who came from 
Eastern Europe, and Washington's own trade and eco- 
nomic interests in the region. 


The United States 1s not shirking the political and moral 
responsibility for the democratic future of the East Euro- 
pean countries and for the success of their market reforms 
The possible challenges to its foreign policy include the 
potential new division of Europe if an economically and 
politically stronger EC, dominated by the untted Germany 
includes Poland, the Czech Republic. Hungary, Slovenia 
Croatia, and the Baltic states of the former USSR. In this 
case, Romania, Bulgaria, and the new Yugoslavia, not to 
mention Russia, Ukraine, and Belarus, wal! be left out 
The growing fears of Russia and those other countries of 
being in a state of isolation on the wrong side of a new 
“Berlin Wall” will motivate them to unite and to oppose 
the richer part of Europe. This could also have an adverse 
effect on the state of internal developments in_ these 
countries. In this fairly probable case, the complication of 
relations between Russia and the United States and 
between Russia and the EC states cannot be excluded 
unless solutions based on a balance of interests can be 
found. 


The security of the East European states requires interna 
tional guarantees: They are not capable of insuring therm 
selves against possible threats. Without the participatior 
of Russia, Ukraine, and Belarus, however, guarantees of 
lasting peace and stability in Eastern Furope will be 
problematic. An interesting idea was suggested by John 
Mroz: “The United States.” he says in one of his articles 
‘should form an international working group for a detatled 
analysis of present and future threats to security in Centra 
and Eastern Europe, in the Balkans, and in the former 





Soviet Union. Then the United States should present this 
information ata summit conference and urge the creation 
structure corresponding to the clearer under- 
sftanding of genuine threats. In particular, the United 
Siates should develop a new approach—a form of ‘peace 

e” which would effectively engage the interna- 
community before the start of a crisis requiring 
or ‘peacemaking.”** 


PCACCKCCPING 


nNlortunately, 1s not that easy to make the situation in 
hastern Europe, particularly within the geopolitical terri- 
tory of the former USSR, an object of concern to the 
international community instead of to its most influential 
ind interested members. The geopolitical vacuum in 
Eastern Europe could become the object of rivalry between 
those Milit. The position of Russia, unless it 1s 
persuaded will probably consist in the insis- 
it the United States, the European Union, and 

Russia (preferably with the participation of Ukraine and 


anting t 


INerwise 


Belarus) should find a joint solution to the problem of 


safeguarding stability and security in the region, excluding 
of domination by one of the sides, and 
appropriate mechanisms. Russia would remain 
tlagonist in the all-Europe process and Its 


nstitutionalivation 


Ine nossby if 
install the 


dn active pr 


Many West 
the problems of economic recovery and the safeguarding of 
security in Fastern Europe within the context of all- 
European cooperation. This ts also the point of view of the 
“Central and Eastern Europe” working group of the Ber- 
\dvocating the planning of a com- 
of Western support for democratic and 


telsmann Foundation 


prenensive St Wevy\ 


market reforms, it concludes that “the organized move to 
democratic structures in Central, Eastern, and South- 
stern Europe and in the states succeeding the USSR will 


nique and historic opportunity to establish a 
stability and economic prosperity from 
» Viadivostok.” 


zone of portical 


lichont 
raisnon t 


Successful reforms based on broad-scale outside support 
will, in the group’s opinion, be in the interest of the West 
Europ states and will permit the creation of an eco- 
nomic and legal territory in the region to “facilitate the 
onsolidat if the continent.” 

Phe idea of the “common European home” still arouses 
kepticism in many people, but it has the advantage of 
urging the countries of the continent to seek methods and 
forms of unification in place of the estrangement that 
CO eopardize the security of Europe. That 1s why this 
idea should not be discarded, tn spite of all of the difficul- 
t implementation ata time of intense changes and 

hheavals in Europe’s eastern regions. 

Actua however, 1s taking a slightly different turn. 
lind ne pressure from the East European states 
vanting t in NATO. the latter proposed the ‘‘Partner- 


‘program, envisaging the gradual inclusion 
eastern states in NATO through a series of 
stages. It 18 an invitation addressed to all 
East European countries, Russia, 
and others. According to the architects of the 


experts have advocated the resolution of 
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plan, this should alleviate Russia's wort ihout the direct 
proximity of the NAT© bloc’s sphere of 
own borders in the event that Poland, the Czech R 
Hungary, and several other countries could yon the bloc in 
the near future 


pcrauions to Ts 


epubl 


There has been some response to their expressed wash to 
jon NATQ. They have been informed that the West will 
not stand in the way of their inclusion in its economic and 
military-political groups, but that th ld he 
patient. Even some NATO > menibe: 
doubts about the expansion of NA TQ. 1n the tear that this 
could weaken the organization. That 1s why playing for 
time 1s in NATO’s interest 


more 


ippear to Nave 


Russia's attitude toward the “Partnership for Peace” pro- 
gram ts likely to be ambivalent. If the “partnership” turns 
into a form of preparation for NA JO membership without 
the appropriate reorganization of the structure and policies 
of the bloc, this could arouse Russia's apprehensions and 
its reluctance to join the race for NATO membershy 


On the other hand, Russia’s participation in the “partner 
ship,” if it is one in the true sense of the word. could 
facilitate the transformation of NAT© into a mechanisn 


for keeping the peace in Europe, maintaining a balance ot 
interests, and guarantecing the security of all European 
countries. This would also prevent the solation of Russia 
and give it a chance for closer interaction with the 
the military-political sphere 


participation in the 


All of this suggests that Russias 
“Partnership for Peac e’ wall be accom panier hy swee ping 
and far-reaching initiatives in the establishment of a new 
Europe, including the expansion of the Council] for North 
Atlantic Cooperation by means of the 1 ion of t 
neutral states of Europe. and the offer of rity guaran 
tees to the Central and East European tries by Russia 
and several of our West European paitners. [here ts also 
no reason to believe that the potential for improvement in 
the CSCE structure has been exhausted 


These initiatives are based on the convictior 


expansion of NATO's sphere of operations cannot f 

tate the appropriate response to new threats to European 
security. Russia wants the current transformation of 
NATO in the military. political. and conceptua! sp] 

be aimed at turning the organization into an all-Europea 

system, capable of guarding th rit of it 


nfly 


members and preventing military 


Means of Revitalizing Russia’s Relations with Eastern 
Europe 


The increasingly complete recognition of our na 
state interests should motivate Russia to impr ind 
strengthen its relations with Central. Eastern. and § 
eastern Europe. It will adhere to 1} trategy with 
increasing consistency as the democrat 1 market 
reforms progress and the difficulties of the transition 
period are surmounted. Several corresponding Russian 
initiatives can be anticipated in the coming decade 
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\bove all, Russia will continue its efforts to lay a new 
foundation of treaties for bilateral relations with indi- 
vidual countries of the region. The old legal and organiza- 
tional structure has been destroyed. The new internal and 
international political realities have to be used as the basis 
of legal definitions of different aspects of bilateral rela- 
tions. New treaties on friendship and cooperation have 
been signed with some countries—Bulgaria and Poland, 
for example—but the treaties with others have not been 
drafted, coordinated, or ratified yet. Furthermore, there 
are still some unresolved issues in political relations, and 
earlier suspicions and old offenses have not been sur- 
mounted, and these will complicate the resolution of these 
issues by means of treaties. 


\s the set of political prerequisites reaches full maturity, 
however, a legal foundation will be laid for Russia’s 
relations with the East European countries in the next few 
years. This applies to treaties on friendship and coopera- 
tion and to consular conventions, agreements on trade and 
economic relations, agreements on scientific and cultural 
cooperation, and others. 


Questions connected with the withdrawal of Russian troops 
and the rights of the Russia minority, as well as the naval 
bases safeguarding Russia’s security, are still a stumbling 
block in relations with the Baltic states. The efforts of 
Russian diplomats will be focused on mutually acceptable 
solutions to these problems in the next few years. 


fhe need for stronger mutual trust in relations with 
Poland. the Czech Republic, and Hungary presupposes the 
clarification of the so-called “gaps” in history and the 
restoration of the historical truth about the events of 1956, 
1968. and 1980. As the heir of the former Soviet Union 
and one of its successors-in-interest, Russia probably 
should condemn the Soviet leadership’s interference in the 
affairs of neighboring states. The earlier efforts to secure 
access to archives, form joint commissions of 
ind others are certain to be continued. Other 
neasures to strengthen mutual trust include the promotion 
more intense cooperation by military agencies, the 
exchange of information by these agencies, and so forth. 


nro ider 


nistonans 


The revitalization of trade and economic relations after 
| nprecedented decline will require more than a mere 
inch for new methods of their legal regulation and 
reanizational support. Russia will have to take the neces- 
ps to surmount several remaining obstacles in 
e all. this applies to the repayment of Russia’s 
irge debts to several East European states, particularly the 
(Czech Republic, Hungary, and Yugoslavia, and the 
improvement of mechanisms for settlements. because the 
hortage of avatlable hard currency in Russia and many of 
e other countries can paralyze the development of trade 
and tourist exchanges, scientific dialogue, and other good- 
hbor contacts between them. 


ary Ste 


l! var \ho 


By virtue of its location between the western and eastern 

gions of the continent, Eastern Europe could serve Rus- 
a “bridge” to international markets. It 
for Russian enterprises to establish new 
contacts with the help of the Czech Republic, 


rm hy neecc « 
sian business as 
{ he easie 


ymmercial 
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Poland, and Hungary and with the cooperation of firms in 
those countries. Poland could play a special role, because 
the main lines of communication connecting Russia with 
Western Europe run through Poland. Poland needs Russia 
as a partner to balance its relations with Germany. Russia 
and Poland do not have a common border (with the 
exception of Kaliningrad Oblast, which is cut off from the 
rest of Russia), and they also do not have any territorial o1 
political disputes. Russia 1s striving to make use of these 
prerequisites for more active political dialogue with Poland. 


Russia, Poland, Lithuania, and Germany have a common 
interest in the development of a free enterprise zone 
around Kaliningrad, which will expand their economic 
interaction considerably in the future. Russia has reserve 
potential for broader trade, industrial, scientific, and tech- 
nical cooperation with the Czech Republic and Hungary, 
as well as Yugoslavia, Bulgaria, and Romania, and this 
potential is certain to be used for the good of all of the 
partners in the future. 


There 1s also another important but regrettable area in 
which Russia's greater involvement in relations with 
Eastern Europe can be anticipated—the overt and smol- 
dering conflicts between countries of the region that could 
destabilize the situation in this part of the continent and 
complicate Russia's own internal situation. Russian diplo- 
macy has a vital interest in the resolution of these conflicts 
by political means. by means of compromise, and for this 
reason it will be increasingly likely to offer its service as a 
mediator. The conflicting parties will also need this 


During the process of the revitalization of its relations with 
the states of Eastern Europe. Russia will strive to establish 
a new and reasonable balance of interests between the 
participants in the all-Europe process and will do every- 
thing within its power to turn this region into a zone of 
stability and peace and a bridge of cooperation and mutual 
understanding between it and the Western countries 


Footnotes 
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POLITICAL AFFAIRS 


Kharkis Local Election Results Reported 


} i POSTE / } { Aaah 


[rashutu Ihere Is Not Just One 
\\ Int There are SS ain Kharkiv” 
| \lthough the left entertained rosy visions of their 
prosp they lost the local elections in the Kharkiv area. 
They |e ely and finally to the the same people who 
ifew y cartier belonged to the middle level party and 
FLOTTEAG menki altura, 


61 of ’S deputies were elected, the 
ial representatives on the 
lairmen, directors and com- 


fers. Lelftssts in the oblast council 
Yemocrats,. Who have vet to recover 
tion defeats. received 3 seats 

in the city council. How- 

feputies were elected. which 1s 
Since the holding of special 
probably the Kharkivites 

th the old council, which 

do anything. or hope that 

amend the Law On Local 

sent chairman of the cits 

sof 1] ck on June 28. 1t has 


ho was elected governor 
ficate that is will be Oleksandr 


ntial representative. 


(,roup Seeks Economic Assistance 
KRY MSAIYE IZVESTIYA 


(Council's Agrarnians 
President. the Government. and 


\grarians faction, appeal to 
most serious attention to the 
ition in which Crimea’s industry 


‘ rm? 


. ' 
Pri DrOod 


uction decline, the 
ng prices for basic necessities, 
uses serious anxiety in 


T this 


n. and Crimean residents 


rdships cold weather brings into 
situation, in our opinion, 1s that the 
parliamentary structures that 


n their activities to political 
t the economy. Mean- 
t and foremost expect and 


nomic problems. 
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We, the representatives of agriculture, understand that one 
cannot feed the people and keep them warm by political 
decisions alone. At our initiative, such problems have 
already been put on the agenda and heard at the Supreme 
Council's session as the question of stabilization and 
reform of Crimea’s agro-industrial complex, preparing 
Crimea’s national-economic complex for the fall-winter 
season, and liquidation of the consequences of the 
drought 


This, however, 1s only a part of the problems facing the 
government and the parliament. Besides, we do not share 
the government's optimistic mood with respect to these 
matters. We call on all power structures and sociopolitical 
forces of our young republic to consolidate the efforts in 
the area of the society's economic problems. To work out 
through joint efforts a comprehensive program, which will 
envisage a solution for issues of the greatest importance for 
Crimea residents—such as the supply of foodstuffs, fuel, 
and electric power for the population, as well as the 
functioning of the entire industrial and agricultural com- 
plex. child care facilities. schools, etc. in winter conditions 


We hope for a universal mutual understanding of al! social 
and political forces in the society on these matters 


Republican Party Lacks Representation 
944K 1SOOB Simferopol KRYMSKIYE IZVESTIYA 
in Russian 18 Jul 94 pl 


[Report by the RPC/RDC Press Center: “Republicans 
Meet’ | 


[Text] The meeting of the RPC/RDC [Republican Party of 
Crimea/Republican Movement of Crimea] Simferopol city 
organization made a decision to make it a legal entity, 
confirmed the authority of this organization’s chairman 
Sergey Nikulin, and elected a seven-member city council 


The meeting also considered the question of RPC repre- 
sentation in the organs of executive authority. It was noted 
that despite its victory in presidential and parliamentary 
elections, the party does not have its representatives there, 
which creates difficulties in implementing its program. 


New Deputies Named, Anticrime Laws Viewed 
044K 18004 Simferopol KRYMSKIVE IZVESTIYA 
in Russian 15 Jul 94 p 1 


[Report by A. 
Council Press Center 
First Session’ ] 


Palmin, head of the Crimean Supreme 


] 


“The Crimean Supreme Council's 


[Text] The scheduled plenary session. conducted by 
Crimea Supreme Council Chairman S. Tsckov, recognized 
the credentials of the deputies elected to Crimea Supreme 
Council on 10 July. Deputy cards were presented to O 
Kirillov (Chapayevskty Electoral District No. 6, Yevpato- 
riya), V. Maksimov (Livadiyskiy Electoral District No. 29. 
Yalta). and V. Khokhlov (Korabelnyy Electoral District 
No. 64. Sevastopol). This completes the forming of the 
Crimea Supreme Council’s deputy corps. which consists of 
Y8 deputies 
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By the session’s decision, the question of support for 
deputy activities was discussed at a closed meeting. 
Deputy Yu. Tikhonov presented the information and 
answered questions. After the discussion the = session 
adopted a corresponding decree and a temporary statute 
on support of deputy activities. 


The republic’s deputy prime minister, Ye. Saburov, presented 
to the session the government’s report on the work done. 
Minister of Agriculture and Food S. Nikolskiy informed the 
deputies of the measures being taken by the government with 
respect to overcoming the consequences of the drought. They 
answered deputies’ questions. At the government's request, 
the discussion was postponed until later. 


M. Kukushkin, chairman of the Permanent Commission 
on Military Issues, Security, and Protection of Rights of 
Servicemen presented information on the Crimean 
Supreme Council's legislative initiative in the Ukrainian 
Supreme Council on making changes and additions to the 
Ukraintan law “On the Militia” and other normative acts. 
The Crimean Supreme Council adopted a decree tn which 
it proposes that the Ukrainian Supreme Council repeal the 
Ukrainian law “On Changes and Additions to Article 7 of 
Ukraine’s Law ’On the Militia’ in the part on taking the 
Crimean militia organs from under the jurisdiction of the 
Crimean Government and reorganizing the Republic of 
Crimea Ministry of Internal Affairs into the Ukrainian 
Ministry of Internal Affairs’ Main Directorate of Internal 
Affairs in Crimea. They also propose to repeal some other 
Ukrainian legislative acts that violate the Republic of 
Crimea constitution. The drafts of changes and additions 
have been sent to the Ukrainian Supreme Council. 


The deputies heard a report on the work on the Republic of 
Crimea’s draft law “On the Constitutional Court of 
Crimea.” 


M. Bakharev, chairman of the Permanent Commission on 
Mass Media and Public Relations. briefed deputies on the 
question of the editor in chief of the KRYMSKIYE 
IZVESTIYA newspaper. KRYMSKIYE IZVESTIYA’s 
editor in chief G. Syunkov addressed the session. After a 
discussion, the session decided to relieve G. Syunkov of his 
duties as KRYMSKIYE IZVESTIYA’s editor in chief. 


The deputies began debates on the government's report 
and information on the measures being taken with respect 
to liquidation of the drought consequences. 


Yemets Gives Reasons for Resignation 
944K1736A Kiev NEZAVISIMOST in Russian 6 Jul 94 p 2 


[Interview with Aleksandr Yemets, former minister for nation- 
alities and migration affairs of Ukraine, by Viktoria Andreveva: 
place and date not given: “Aleksandr Yemets: *...[n Connection 
With Communization of the Government’ 


| Text] Judging by everything I was the last visitor to see 
Aleksandr Yemets, former minister for nationalities and 
migration affairs of Ukraine: Aleksandr Ivanovich was 
getting ready to turn over his duties in an hour. the brief 
official announcement of the personnel change went almost 
unnoticed, and not too many people know that the minister's 
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letter of resignation contains an unambiguous politico! 
Statement: “in connection with the communization of th 
government...” 


While the phones were ringing off the hook and the calk 

were asking Aleksandr Ivanovich the name and patronym, 
of the new minister, he agreed to answer a few questions f 

our newspaper. 


[Yemets] I believe that sooner or later Ukraine must learn t 
form a government in a civilized way. It should be a team of 
like-minded people. ti ts bad when the government 15 tov 
much to the left, it is bad when it is too much to the right 
but it is even worse when it is a motley collection of people 
Today the communist majority have formed a clear blo 1 
the parliament, which in fact controls the formation of the 
government. So let them form it, subsequently bearing 
responsibility for everything that 1s happening in the 
country. In particular, | resigned also in order to unuie the 
hands of the new prime minister. This is normal. A prime 
minister must form a cabinet of like-minded people 


[Andreyeva] In your opinion, what wall such pro- 
communist government bring to Ukraine? 


{[Yemets] In any case, 1 will not be R2.20 sausage—it 1s a 
sin to lie to the people so shamelessly. I heard one of the 
deputies on the radio once, and he kept repeating: “There 
is plenty of kerosene fuel and gasoline—why is there no 
order to distribute 1t?” The words “sell, pay, credit” are 
absent from his vocabulary... This is a tragedy. Unless the 
government, even a pro-communisi one, deals with eco- 
nomic ignorance, 1 will be a total failure. We will move 
from a deep economic crisis to chaos, collapse. 


[Andreyeva] A very “optimistic” picture... So what 1s there 
left for us to do—rejoice that more sensible people are 
showing decency and not holding on to their jobs, just 
rejoice, or are there more tangible prospects? 


[Yemets}] There are currently enough former ministers tn 
Ukraine, including the minister of economics and a deputy 
prime minister, capable of forming a shadow government It 
is not bad that some members of democratic forces have 
“passed the school of government’ —this way they have 
acquired real-life experience of working in power structures. 
They can form an intluential united political force capable 
of offering real steps towards getting out of the crisis. 


[Andreyeva] This 1s about the government of the future. 
What do you think about vour future? You had a job as a 
minister; now you are running for a people's deputy seat, 
but you do not know whether you will be elected. In short, 
vou are “out on the street” starting today. 


(Yemets] | am a self-confident person. Let us start with the 
fact that I have good hands; I can do plastering and electric 
welding, which means I can always feed my family. Lam also 
a professional jurist and psychologist. think TF will not be 
left without a yob. This does not mean Iam leaving politics 
| will remain in the political arena, working with Tike 

minded people in the hope that we wall still defeat the 
communists and convince the people that electing so many 
leftists to the parliament has not brought them anything 
good. 
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ECONOMIC AFFAIRS 


Party Deplores Saburov Leadership 
SAK ISIYA Simferopol KRYMSAKIVE IZVESTIYA 
n Russian 19 Jul 94 pt 
Terekhov, on behall of the RPK Coordt- 
nder the rubric “Let Us Clarify”: “To Do 
1 Demands” | 


i Article by \ 

iti YUNCH 
What Reas 
iText! Winter and spring of 1994 became a historic period 
Crimea and tts residents. The historic firsts—the 
Crimean president and Supreme Council were elected. We 
want to emphasize that there 1s a substantial difference 
between a republic Supreme Council and an oblast soviet, 
of the latter 1s to carry out the directives 
from the center, while for the republic 
unctl it 1s to make laws by which the republic 
ite will be built. and to serve as a higher-level center for 
the Crimean government. In this case. the deputy corps 
sist not of meritorious production workers and 
figures, as in the past, but of thinking, active, 
[1 i | bearers of high 


S! e the task 
ming down 


Supreme C¢ 


knowledgeable patriots—the 


¢c potential 


Numerous parties, competing against each other, fought 
for their own president. for a majority in the Supreme 
ner—in short, for power. The winner in both instances 


vas the “Russia’ bloc, which united two parties—the RPK 


[Republican Party of Crimea) and NPK (People’s Party of 
inea), Which ernerged from what used to be the Repub- 
Nilovement of Crimea, which. despite the pressure 
authorities and political bosses obedient to 

them. preserved itself and took the idea of Crimean 


‘hood to Hs practical completion 


bloc found a common language with the majority of 
itizens. Its program, with its main thesis: 
with Russia—he!lped. as well as the fact that the 


Ph iS an open organization, consistent in its aspirations, 
ed and sincere in its appraisal of events and 
rersons, the closest to the people by its composition. This 
Vas ped by the fact that the RPK leader became 
tdent--ihe “Russia” bloc helped its leader to become 
president. and the president helped the bloc to win parlia- 


ctions. People voted against the squalor of 


independence.” tor getting out of the crisis together with 
Russia, under the leadership of those whom they trust. 


Crimean state-political system began to 
ture of state authority defined. 

publican Movement of Crimea]/RPK party 

e the most numerous political force in the Crimean 

Council, as well as the “Russia” parliamentary 


tion headed by its deputies. Yu. Meshkov ran for 
presides n the RPK program, which became the basis 
‘Russia’ bloc’s program. In short, complete mutual 


rstanding and contlormity of opinions 


neues talked about a “pocket” parliament. But 
ne Council refused to approve the govern- 
rent without studying its program and structure, the same 


cked tongues began to talk about a confrontation between 
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the president and the parliament. The Crimean government 
found itself drawn into this unseemly campaign 


But the point 1s not that some party showed recaleitrance 
and is trying this way to get its hands on bureaucratic 
portfolios. The point is the principle: Regardless of 
whether the Crimean Republic will be a presidential or a 
parliamentary republic, Meshkov ran tor president on the 
program, which says: The president ts the head of state; the 
prime minister is the head of the executive branch 
appointed by the Supreme Council and answerable to tt. 
But the law on the president says: The president 1s the head 
of the executive branch. There are, however. people in the 
government who seem to want tu have in the Crimea a 
Russian version, where, instead of the lawmaking Supreme 
Council, there 1s a State Duma—a consultative organ 
under the president. But political circumstances in the 
Crimea are not the same as in Russia. It 1s not only that in 
order to implement this version, one had to reject many 
Crimean achievements. stipulations, the constitution 
itself, the RPK program, the “Russia” bloc program, for 
which the majority of Crimean population voted. One also 
has to pretend that all of this exists. as do those in whose 
interest it 18 to forget about the 17 March 1991 all-union 
referendum. It 1s obvious that this 1s a wrong thing to do 
The line the people supported by their vote must be held 


What is happening though’ 


Arguments about ihe government are not the first disagrec- 
ment between the president and members of the “Russia” 
bloc. As soon as the joy of victory faded, it turned out that 
there are practically no people from the “Russia” bloc- 
those who supported the presidential hopeful’s storming of 
the political Olympus—on the president's staff. This may 
become a source of tension in the relations between the 
parliament and the president 


Now it seems that Ye. Saburov’s group. which arrived in 
Crimea to help implement economic reforms, has been 
given all state authority. The “Russia” faction (the former 
“Russia” bloc) and the RPK tn particular are not repre- 
t 
sented in the government by a single person. Is this the 
“ruling party’? The list of candidates for state yobs recom- 
mended by the RPK had been prepared and coordinated 
with Meshkov even before Saburov’s arrival in Crimea and 
does not fly as a proof of RPK’s pressure on the government. 


The point 1s not in “pressuring” and “pushing” our own 
people, but that the “Russia” faction without 1ts represen- 
tatives in all power structures (not just the parliament) 
cannot fulfill election promises and the program of the 
“Russia” bloc. 


It 1s unclear whether the current cabinet will be guided by 
the “Russia” bloc’s program and whether Saburov is 
familiar with this program at all. In any case. some of the 
ministers statements and attitudes are directly in oppost- 
tion to the program planks of the RPK and the “Russia” 
bloc. For instance. the need and the possibility of transi 


tion into the ruble zone 1s denied: of conducting an audit of 
“grabbizized” state property, and so on—the key planks of 
the president’s election campaign. 
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The model of state system proposed by Saburov com- 
pletely precludes any influence of the RPK and the 
“Russia” faction on the course of economic and political 
transformations. What we have here 1s the desire to ensure 
a complete freedom from control on the part of the 
government and to preserve the old “pre-Meshkov”’ 
nomenklatura in power on the local level. Moreover, a 
campaign of persecution against the RPK ts unfolding; its 
members on the local level are discriminated against, 
demoted, fired from their jobs. 


Against this backdrop, the desire to take out from under 
the Crimean Supreme Council’s jurisdiction whatever 
small state property it had at its disposal 1s quite alarming. 


A special topic is the issue of giving the president the right 
to “rule by decree.” One would think no debate 1s needed 
here. The people of Crimea said “yes!” to it in the 
referendum. The practice of world democracy since 
ancient times shows that in emergency circumstances 
authority 1s vested in one person. And the situation in 
(Crimea 1s indeed an emergency... But, with the current 
doubts regarding the government's plans, one fears that 
with the granting of the “rule by decree” right the govern- 
ment will finally push the “Russia” faction away from the 
opportunity to implement the bloc’s program. Moreover, 
we are talking here essentially about the liquidation of the 
“Russia” faction as such—the only official force that 1s 
truly in solidarity with the president; we are talking here 
about the liquidation of the Supreme Council—turning it 
into a State Duma. And it 1s only natural that the Supreme 
Council is defending itself as a system and as a guarantor 
of people's power, for its constitutional rights are being 
encroached on. The question 1s: Who and how will exercise 
the “rule by decree” might? In this respect one wants to 
advise the president that, in order to get the problem off 
the ground, it would be helpful to make public the program 
for which such right is needed. This would remove many 
questions and doubts. Because the language of ultimatums 
is not the most convincing one. 


So far all of this are arguments. And it would be good tf 
they remained just arguments, because tf they grow into a 
real confrontation, the winner will be those who were not 
a part of the argument. Confrontation 1s « road to self- 
destruction. Whoever wins in the confrontation will be 
brought down by a third party. Unyielding attitude, 
extremism in relations between branches of authority 1s 
being hyped up and imposed from the outside. This is the 
design. Its success will result in a tragedy, will turn into a 
defeat of all those who subscribe to the republican and 
Russian idea in Crimea. 


We can survive and achieve what we want only by pre- 
serving accord. And accord 1s reached through compro- 
mise, by a give-and-take of the parties to the argument. 
Work is being done in this direction. The president 
recently met with RPK leaders. The conversation was 
direct and constructive. There is hope that the parties will 
make a step toward each other. This 1s what reason 
demands 


We will be judged by our wisdom. 


UKRAINE 47 


Cabinet Hands Over Winter Seed Grain 
944K 1S0SB Simferopol KRYMSKAYA GAZETA in Russian 
15 Jul 94 pl 


[Unattributed report in the column “From Information 
Agency Reports”: “Winter Grain Allocated’’] 


{Text} THE UKRAINE CABINET OF MINISTERS HAS 
ALLOCATED FROM STATE RESOURCES, TO BE 
PLACED AT THE DISPOSAL OF THE GOVERN- 
MENT OF CRIMEA AND OBLAST STATE ADMINIS- 
TRATIONS (OBLISPOLKOMS), 132,00 tonnes of seed of 
winter grain crops, to be distributed on credit to collective 
agricultural enterprises, sovkhozes, peasant (private) farms, 
and other agricultural producers for the fall 1994 planting. 


Dnepropetrovsk Firm Seeds Yalta Clouds 
944K 1805A Simferopol KRYMSKAYA GAZETA in Russian 
15 Jul 94 pl 


[Report by Lyudmila Konovalova under the rubric 
‘Following Events”: “The First Rain Is Not Yet Water’’] 


[Text] Early Wednesday morning [line missing] of the big 
afternoon rain and asked one another: “Is this Dnepro- 
petrovsk rain?” Yes, it was Dnepropetrovsk rain. 


Early Wednesday morning aircraft of the Dnepropetrovsk 
special unit began dispersing “rain powder.” In the second 
half of the day it started raining not only in Yalta, but, 
most importantiy, in the area of the Schastlivenskiy and 
Zagorskiy water reservoirs. The main purpose of this 
operation was to direct rainfall straight into the Zagorskiy 
water reservoir. It was hard to tell how much precipitation 
accumulated in the first half of the day yesterday, since 
communications with Zagorskoye were out. But that it 
rained there is for certain. It 1s also certain that there could 
not be much accumulation on the first day: Dry soil soaks 
up water like a sponge. 


Yesterday the aircraft continued cloud seeding in the water 
reservoirs area. Yalta resorts need water like they need air. 


The necessary amount to pay the Dnepropetrovsk firm for 
the work done ts practically on hand. Contributions from 
Yalta resorts and enterprises currently amount to 3.3 
billion karbovantsy. The Government of Crimea allocated 
the remaining 4 billion karbovantsy to help the resorts. 


Kherson Underground Oil Source Tapped 
944K18124 Donetsk VECHERNIY DONETSK in Russian 
19 Jul 94 pl 


{Unattributed report in the “Fact” column] 


[Text] The first hundreds of tonnes of oi! have been 
produced in Kherson. The source is a “deposit” pros- 
pected by ecologists on the territory of the local ot! 
refinery. It has been building up over decades because of 
imperfect technologies and sometimes mere mismanage- 
ment and a formal attitude to environmental protection 
measures. The scale of pollution 1s such that it will take at 
least three years to pump out the underground petroleum 
lake. The German company Gesko has contracted to 
conduct this work. 
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MOLDOVA 


Government Adheres to ‘Tough’ Economic Course 
Y44F-0980A Moscow NEZAVISIMAYA GAZETA 
in Russian 8 Jul 94 p 3 


{Article by Natalya Prikhodko: “‘New Government 
Program Defined”’] 


[Text] The lei is getting stronger. This can probably be 
taken as the only achievement of the Moldovan economy. 
Its general state 1s gloomy. In the first five months of this 
year, compared to the corresponding period of last year, 
the national income produced dropped off 26 percent, 
production of industrial goods 30 percent, and agricultural 
goods 6 percent (with a 45-percent drop for animal hus- 
bandry), while personal monetary income actually 
dropped 63 percent. 


And even the lei 1s stable because it 1s in short supply. 


The unexpected thesis here—that today it 1s the most 
stable currency of the CIS—is acknowledged as correct by 
Pavel Vizer, president of Interprinz Banka, vice president 
of the Association of Commercial Banks of the Republic of 
Moldova [RM]. As a matter of fact, the healthy condition 
of the local currency 1s being treated here one-sidedly and 
is not being related, say, to the short supply of leu. 
Although in speaking about the exchange rate of the lei. 
which has not changed against the U.S. dollar, we cannot 
fail to mention that the demand for “greenbacks” is still 
high, but the supply to satisfy it 1s lacking. Thus, there is 
nothing with which to buy the goods that are appearing in 
relative abundance. 


It 1s amusing, but in his assessment Vizer the businessman 
almost coincides with representatives of the parliamentary 
fraction “Socialist Unity,” who adhere to economic ortho- 
doxy. The Socialists have proposed reexamination of the 
“obligations to the IMF and World Bank, which are 
contrary to the interests of a majority of the republic’s 
population.” For a start, they have demanded that the 
memorandum the RM Government signed with the IMF 
be made public. 


It would be interesting to know for what and in what 
proportions the foreign credits are being committed. 
Vikior Morev, Socialist Unity deputy, has emphasized. 
And he suggested that most of the aid received 1s simply 
eaten up, and the remainder goes to support the foreign aid 
people themselves. In any case, in spite of all manner of 
promises, Pavel Vizer has already observed, foreign invest- 
ments are so far not being made in development—new 
technologies and equipment. Although this is the only 
promising pattern of their use. It is true, it would be 
lifficult to expect sympathy for domestic industry on the 
part of the IMF, which has knowingly classified the repub- 
‘ic’s production potential at the level of third-rate African 
countnes, Viktor Morev goes on to say. 
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Michae! Blackwell, representative of the IMF in the RM, 
did not agree with what he said. Everything depends on 
doing things in sequence. In the first stage, the main thing 
was to Stabilize the local currency and halt inflation, 
because otherwise 1t would have been senseless to carry out 
further reforms under conditions of utter unpredictability. 
In the present and second stage, structural transformations 
are to be undertaken. To be sure, enterprises have headed 
for the bottom without waiting for it. The sharp drop in 
production greatly disturbed the fund’s experts, who have 
been constantly discussing this problem with the govern- 
ment. But unfortunately it 1s not always possible to imme- 
diately find the optimum solution, Michael Blackwell 
explained. In the assessment of international specialists 
working in Moldova, the course of the reform outlined as 
a whole 1s probably adhered to here. And the board of 
directors in Washington has agreed to issue second and 
third installments of credits this year in the amount of $25 
million. 


Onno Ryul, World Bank coordinator, includes the slow- 
down in privatization among the departures from the 
course referred to above. One thing this will do is make it 
po sible to help decide the destiny of debtor enterprises. 
They could be reoriented to a new line of business, broken 
up, or sold to private owners. There must be no production 
operations running losses, Onno Ryul said. It 1s an illusion 
to think that not shutting down enterprises means holding 
on to jobs in which people are not even being paid wages. 
The only way out is to create new opportunities. A new 
government program has been drafted; incidentally, it has 
the full approval of Michael Blackwell and Onno Ryul. 
Which probably does not preclude subsequent differences 
in interpretation. Valeriy Bobutsak, the new RM minister 
for the economy, has already rejected the advice of foreign 
experts—to conduct a “showcase trial” of five or six 
enterprises operating at a loss, because their liquidation 
would raise a new problem—supporting the unem- 
ployed—which 1s beyond the ability of the deficit-ridden 
state budget and threatens a social explosion. The alterna- 
tive might be mass conversion of enterprises to joint-stock 
companies. which 1s planned for the years 1994-95. More- 
over, the state proposes retaining control over strategic 
facilities for itself. And accordingly arranging state admin- 
istration over the present 70 percent of state property, 
from which for all practical purposes the previous govern- 
ment stood aloof. 


“The second thing that arises now 1s to manage through 
modern systems of state contracts, not with the former 
methods of the command system.” Valeriy Bobutsak went 
on. There are also plans to organize voter support for 
enterprises, which are submitting a specific business plan 
guaranteeing the output of competitive products in a short 
time. And here, of course, it 1s not possible to do without 
foreign investments. The most liberal conditions are to be 
brought about in order to attract investors. It 1s assumed. 
for example, that the foreigner’s share 1n joint capital will 
not be limited any longer, and provision will be made for 
foreign investors to acquire plots of land, and not just 
production space. 
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Among other things, the years 1994-95 have been declared 
a period for stabilization of the socioeconomic situation in 
the country, and the years 1996-1997 the beginning of the 
growth of production and the first tangible improvements 
of the standard of living. Unless the promised improve- 
ment is achieved, the government will be under obligation 
to withdraw, Valeriy Bobutsak declared. 


Domestic opponents have taken a skeptical view of the 
likelihood of success. “How can we hope for stability in the 
present year, when a 20-percent drop in the national 


income is forecast?” asks Viktor Morev. Michael Black- 
well, on the other hand, radiated optimism as always and 
predicted a slowing down of the processes of crisis as that 
date approaches. And he emphasized that the main thing 
for the government today is to maintain its resolve. 


“Internal” advisers are also insisting on decisive measures. 
But, as Pavel Vizer has noted, deviations and zigzags have 
to be allowed in movement toward the objective: Direct 
blows to the economy have a killing force. 
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KAZAKHSTAN 


CIS Antitrust Policy Treaty Ratified 
YIFA] OYB Almaty SOVELY KAZAKHSTANA in Russian 
N Jul 94 p 2 


[Decree of the Kazakh Supreme Council: “Ratification of 
the Treaty on Concerted Antitrust Policy] 


Text) The Supreme Council of the Republic of 
Kazakhstan decrees: 


Ratihication of the Treaty on Concerted Antitrust Policy 
concluded among the governments of the Azerbayan 
Republic, the Republic of Armenia, the Republic of 
Belarus, the Republic of Georgia, the Republic of Kaza- 
khstan, the Kyrgyz Republic, the Republic of Moldova, the 
Russian Federation, the Republic of Tajikistan, Turkmen- 
istan, the Republic of Uzbekistan. and Ukraine signed in 
the city of Ashgabat on 23 December 1993 


[Signed] K. Sultanoy, deputy chairman of the Supreme 
Council of the Republic of Kazakhstan 
Parhament House, Almaty, 22 June 1994. 


Russian Emigration Trends Evaluated 
Y44K 172814 Almaty SOVETY KAZAKHSTANA in Russian 
S Jul 94 p 3 


[Article by SOVETY KAZAKHSTANA correspondent 
Viktor Minin: “Leave If You Wish, But Do Not Leave 
Motherland for Good...: A Journalist's Reflections” ] 


[Text] We were sincerely sorry when Andrey Kupriyanoy, 
the only doctor of biological sciences in the oblast, director 
of Karaganda Botanical Gardens of the republic NAN 
{National Academy of Sciences], and one of our authors, 
emigrated to Russia. And how many others have left, having 
sold for pennies apartments and possessions acquired over 
decades, leaving the graves of loved ones, and being fully 
aware at the same time that there, in the new place, strictly 
speaking they were not eagerly awaited? 


When pensioners in stores and in public transportation 
hegan to talk about leaving (one wonders why they would 
not stay put), it became obvious that the problem of 
population migration had grown into one of the most 
crucial ones. Here 15 a telling fact: In just one issue of a 
local advertising weekly | counted 86 classified ads for 
selling apartments and homes—often including the 
contents. 


They try to placate us with the official statistics. Yes, so 
many tens of thousands of Russian-speaking population 
have indeed left. but people are coming here as well. 
Supposedly there 1s no special reason for uneasiness. But 
the recent speech of Republic President Nursultan Naz- 
arbayev in the Supreme Council showed that there 1s cause 
for uneasiness and alarm. 


Why are they leaving? It 1s no seciet that the older 
generation 1s concerned about the future of their children 
and grandchildren, and youth are leaving with hopes of 
better prospects for education and professional growth. 
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There 1s no doubt that a significant role here is being 
played by the tough economic situation in the republic 
which 1s leading to the impoverishment of millions of 
people who are concerned today only about how to make 
ends meet and how to survive. 


Nor can one forget about the ties that are being broke 
with relatives and friends living in Russia. People are 
essentially becoming stuck, although on the legislative 
plane everything 1s normal—go wherever you want to. But 
while previously on a month's wages the average statistical 
budget employee could fly from Karaganda to Moscow and 
back, today he does not even have enough for a one-way 
ticket. 


The figures published in the weekly AiF KAZAKHSTAN 
lead to serious reflection. Thus from 1989 through 1993 
the Russian population of Karaganda Oblast decreased by 
5.449 people. At first glance this does not seem like many. 
But this process has affected 12 oblasts of Kazakhstan, 
mainly southern ones. And while only 59 people left 
Turgay Oblast with its severe climatic conditions, 22.368 
have left the nice weather of the capital oblast. not 
counting the city of Almaty. 


Judging from the statements in the Karaganda press, 
making an amendment to the republic Constitution giving 
the Russian language the status of the second state lan- 
guage could halt this process, although the time has passed. 


Forcing the state program for the development of the 
Kazakh and other national languages for the period up to 
the year 2000 is another example of how crusading sull 
predominates as a method in our activity. At the same 
time one cannot but agree with the chairman of the State 
Committee on Languages, S. Orazalinoy, that the Kazakh 
language as a part of the culture must be an additional 
factor in the consolidation of all citizens of Kazakhstan. 
Let me add that at the same time one must not forget the 
words of the famous Abay to the effect that it 1s necessary 
“to study the culture and art of the Russians, that 1s the key 
to life.” 


I recall when a society of Soviet Germans called Vozrozh- 
deniye, now called Wiedergeburt, was created. It 1s no 
secret to anyone that today it exists for organized resettle- 
ment of local Germans in Germany. And who can guar- 
antee that similar activity will not be the basis of the Slavic 
movement Lad and the Slavic community in Kazakhstan, 
the Ukrainian society imeni Taras Shevchenko Rodnove 
Slovo, or the Union of Poles of Kazakhstan? Incidentally. 
at an organizational conference of this union they men- 
tioned the prospects for resettlement in their historic 
homeland. 


There are more and more people of various nationalities in 
the republic who think that they cannot go on living like 
this. Recently the oblast newspaper KARAGANDA pub- 
lished an article entitled “I Fear for Our Children” signed 
N. Akhanov and friends. The authors called the situation 
that has developed tn the republic a new, more terrible 
“testing ground” and the main reason for its creation, 1n 
their opinion, 1s not so much the collapse of the Union and 








the economy as the incorrect policy of the former parlia- 
ment. which followed emotions and not reason when 
creating the system of value ornentation (language, sover- 
eignty, the hymn, the tlag) that was dear to only one ethnic 
group living in Kazakhstan. Many at that time were 
deprived of such a simple concept as Motherland. 


The March elections to the Supreme Council and the local 
maslihat meetings of deputies tell us a great deal. We shall 
not touch upon the situation in Kazakhstan as a whole, but 
just the results of conducting them in Karaganda Oblast 
are alarming. Thus of the 25 deputies of the Temurtau city 
mastihat (about 200,000 people live here) there 1s not a 
single Kazakh. One need not be a big analyst to draw the 
conclusion that il we give preference to some one nation 
and select according to the national indicator, we will 
never emerge from the crisis. 


Che people link great hopes and probably their last onesYo 
the position of the president and the activity of the new 
parliament. People no longer believe loud, eloquent 
statements 


According to the report of the Shakhta city council, during 
the first quarter of this vear 1.279 people left the city, 
including 670 to Russia and 22! to more distant foreign 
countries Most of them were skilled specialists and 
workers. Only 414 came here. And how many Kazakhstan 
citizens are roaming around the cities and villages of 
Russia searching for acceptable places to move to? And it 
1S a pity because here in our Motherland there is so much 


to do’ 


Almaty VMiayor Announces New Deputies 


Y4IGK 1°48 14 f/miaty PANORAMA in Russian 
\, 27 Y Jul Ys p ) 


[Report by Sergey Vankevich: “The New Chief of the 
Almaty City Administration Has Reduced the Number of 
His Deputies’ 


[Text] Shalhay Kulmakhanov, the new chief of the Almaty 
City Administration. held a news conference on 6 July, the 
preteat for which was the appointment and introduction by 
the mayor of the deputy chiefs of the city administration. 


Two first deputies and four deputies were appointed. 


Sharip Omaroyv and Viktor Khrapunov were approved as 
first deputies. Myrzakasvm Baybekov, Bulat Sauranbayev, 
Ivan Kravchenko, and Aleksandr Belovich, as deputies. 
Thus. the new chief of the citv administration has reduced 
the total number of deputy chiefs from 12 to six. 


It was decided that the work of the city administration will 
be performed in six areas, each of which will be in the 
charge of a deputy administration chief. 


Tus. Sharip Omarov will monitor Almaty’s social and 
political life: he will be in charge of culture and art and 
liaison with the press. Viktor Khrapunov will traditionally 
be responsible for the state of the city’s public utilities and 
the city’s provision with energy. Administering municipal 
property and coordinating the actions of the city adminis- 


tration and the superior institutions »f powor—this duty 


has been entrusted to Myrzakasym Baybekoyv. Ivan 
Kravchenko will be in charge of industry, trade, and 
private business. The city- planning complex and also 
building maintenance will now be within the jurisdiction 
of Aleksandr Belovich. Organizing the operation of trans- 
port and communications and catering for the civic 
improvement of Almaty will be the official duty of 
Buiat Sauranbayev. 


Mr. Kulmakhanov told journalists that the new team 
would be working on the city admuinistration’s action 
program for the next 18 months. “It is hard to predict 
events today, but we intend to systematize our actions. | 
have to appoint the district administration chiefs,” the 
mayor of Almaty continued, “and this 1s a difficult job.” 


In this connection Mr. Kulmakhanov 1s familiarizing 
himself with the personal files of successful young 
businessmen. 


The new administration chief evaluated the present situa- 
tion as “complex and extremely difficult.” Out of a sense 
of caution, the mayor did not invoke facts and figures. “I 
do not know what the reaction might be. If you tell it like 
it 1s, some people could take this well, for the good, others 
would begin to panic.” True, 1t was learned from the 
chief's speech that 246 enterprises are evading the pay- 
ment of taxes to the city treasury, and a further 200 are not 
subject to control in view of their classified status and, 
consequently, are paying no taxes either, and the coal! 
stocks at Heat and Electric Power Plant-! are sufficient for 
1.5-2 days of operation. 


Shalbay Kulmakhanov called on the representatives of the 
media to work for the consolidation of the healthy forces of 
society and to cover events objectively, and he promised to 
work with the press within the framework of the law. 


Zheltoksan Brings Charges Against Cabinet 
944K 17524 Almaty PANORAMA in Russian 
No 27,9 Jul 94 p 11 


[Report by S.V.: “Leadership of Zheltoksan Movement 
Brings Suit Against the Cabinet of Ministers of the 
Republic] 


[Text] Amanzhol Nalibayev, cochairman of the Zheltoksan 
grass- roots movement, has brought suit in the Supreme 
Court of the Republic of Kazakhstan, requesting that the 
Cabinet of Ministers of the republic in the person of Prime 
Minister Sergey Tereshchenko be found guilty of “the 
unjustified failure over four years to comply with the decree 
of the Kazakh SSR Supreme Soviet Presidium of 24 Sep- 
tember 1990 and the personal instruction of President 
Nazarvayev of 5 September 1992 and his directive of 28 
December 1993 concerning the failure to adopt measures to 
provide with accommodations rehabilitated citizens who 
had suffered at the time of the events of December 1986.” 





st 
ta 


Mr. Nalibayey is a member of the special government 

ymmussion formed in December 1993 for the rehabilita- 
tion of the “Zheltoksanovtsy,” for their provision with 
accommodations included. The commission was to have 
completed its work by February 1994, having resolved the 
housing problems of those who had been rehabilitated. In 
Mr Naltbayey’s opinion, the commission has terminated 
is work without having accomplished its set assignments. 


Ihe cochairman ot the Zheltoksan acknowledges that “at 
the present time practically all the demands of the starving 
7heltoksanovtsy have been examined (the hunger strike 
was called off on 29 June: for more on this subject see 
PANORAMA No. 22) and are in the final phase, but the 
quest! ff the participants in the December events being 
iccorded accommodations remains unresolved.” 


\s follows from the directive of the prime minister of 18 
lune 1994, only six of the 40 “Zheltoksanovtsy” in need of 
a commodations will acquire apartments this year. Clause 
t\ t the above directive orders the Ministry of Finance 

d Ministry of Economics to allocate in 1995 as a special 


nt for the Almaty City Administration funds for 
struction for the rehabilitated citizens. 


ma considers the directive of Prime 
Minister Sergey Tereshchenko of 18 June 1994 unwar- 
have been adopted “in order to artificially 
housing problems of the 
ted persons and. ultimately, to consign them to 


resolution of the 


labor Official On lining Sector Importance 
{fh $41 t/maty KAZAKHSTANSKAYA PRAVDA 
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vith ST. Takezhanov, president of the 

foint-Stock Industnal and Finance Company 

rman of the Engineers Union of Kazakhstan, by 

r \KHSTANSKAYA PRAVDA correspondent Igor 
p place and date not given: “The Flower of the 
The Mining and Metallurgical Complex 

for Up 1) Percent of Foreign Exchange 

If It Is Not Supported Today, It Will Go 


] NOTTOW 


repanos] Sauk Temirbayevich, the mining and 
vical complex 1s perhaps one of the main sources 
of foreign exchange and, we might say, the 
sought-after economic sovereignty. Is 

danger of running dry in the immediate 


i | Kazakhstan produces more of all types of 

is metals per capita than all the republics of the 

SSR combined. Kazakhstan ranks among the 

world on this score. Nonferrous metallurgy ts 

f our economy. According to data from last 

ning and metallurgical complex yielded up to 

nt of the foreign exchange proceeds of the 

harter transactions taken into account. 

H he situation 1s changing. The world economic 
nonferrous metallurgy in particular, 1s 


Market relations occasion substantial changes 


CENTRAL ASIA 
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Previously we were concerned solely with increasing the 
production of metal, whereas sales were the concern of 
other Union structures. At present, sales, trends, mar- 
keting, and a reasonable appearance on the world market 
for raw material resources are becoming the foremost 
concerns. This makes the life of the enterprise manager 
more difficult. I will not conceal that we did expect this 
turn of events; however, when prices for our metal rose to 
world levels and on occasion exceeded it, a new aspect of 
this problem came up. It turned out that bringing metal, 
even high-quality metal, to the market is not all. Reality 
showed yet again that the mining and metallurgical com- 
plex should move on by raising the marketability of its 
products. For those who are employed in this sector, the 
need 1s obvious for the development of process stages to 
produce highly upgraded goods with a high consumer 
value. This is the case for all enterprises of the mining and 
metallurgical complex without exception. The relationship 
between the Zhayrem Complex Metals Combine with the 
Zhamby! Joint-Stock Company Khimprom 1s a vivid 
example. At one time it got so bad in Zhayrem that there 
was Virtually no demand for complex-ore raw materials 
there because of the complexity of ore processing. high 
outlays, and the low rate of metal extraction. As it 1s, 
consumers are counting their money at present. A few 
years ago the threat of bankruptcy brought out the concept 
of obtaining manganese concentrate; the first batch of it, as 
well as ferromanganese, was produced last year. We are 
thinking about producing ferrosilicon in the future, and we 
already have ferrochrome. The production of high-quality 
steel, both stainless and special, which, as is known, 
constitute the foundation of all kinds of machine-building, 
should become the next step. 


[Cherepanov] So, are the enterprises of the complex 
proceeding from simple ore extraction and its primary 
processing to a new qualitative level? 


[Takezhanov] Absolutely correct. The old gross-based 
approach 1s being gradually pushed out by the qualitative 
approach whereby we eliminate intersectoral and interde- 
partmental barriers, frameworks, and restrictions. Actu- 
ally, the current stage of development of the complex 
means the abandonment of the restrictive sectoral prin- 
ciple in favor of the general economic principle. As 1t 15. 
ores of nonferrous metals contain dozens of other valuable 
components, and we should not attribute them by affilia- 
tion, for example, solely to ferrous or nonferrous metal- 
lurgy, chemical industry, or medium machine-building. As 
specialists, we should approach our mineral resources from 
the standpoint of owner rather than man-of-the-hour. We 
might add to this that the mineral and raw material base 
will remain crucial to generating foreign exchange in the 
decade to come and perhaps longer 


Undoubtedly, the mining and metallurgical complex ts not 
having the best of times at present. There was a time when 
the Union found an opportunity to support the raw mate- 
rial base. To my mind we are now making a senous 
mistake as we proceed down the path of total commerctal- 
ization of the economy. We are not granting priority status 
to the pillars that supported and will support our economy. 
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Like all of them, the mining and metallurgical complex 
calls tor new approaches tn the provision of credit, invest- 
ment, monetary circulation, and an improvement in the 


solvency of enterprises, and then primarily by way of 


replenishing their own working capital. It is already clear 
that no investment from abroad will save us. Undoubtedly, 


at the stage of advertising, our mineral resources are of 


interest to many American, German, British, Turkish, and 
other companies. However, as soon as it Comes to specific 
capital investment the company men backpedal, aware 
that they will make enormous outlays now while returns 
will not be seen even tomorrow. 


Therefore, this 1s a task for the owners of natural resources. 
However, will they be up to it? After all, as 1s Known, nobody 


Is extending long-term credit at present, and in the absence of 


it no state has a future as far as economic prospects are 
concerned. Our enterprises are currently, as the saying goes, 
down and out because the peculiarities of extending credit to 
these sectors are associated with prepaid expenses. 


('nderstandably, mining technology 1s costly. If we fail to take 
such specifics into account, we can swiftly kill off ore mining 
What ts the way out? Let us assume that spectalists propose 
their remedies for recovery in the complex. However, the 
main point 1s different; it 1s for the government and the 
Supreme Council to become interested in the proposals so 
that they will not disappear there. I will repeat myself vet 
again: The effectiveness of investment in these sectors created 
through the labors of two or three generations of engineers 
and workers 1s not in doubt. 


Incidentally, about the cadres. A tremendous scientific and 
engineering potential has been created in Kazakhstan 


For example, let us look ata brainstorm undertaken within 
the framework of our company by the Iselinnyy Mining and 
Chemical Combine and the Sokolovo-Sarbay Mining and 


Production Association. Together we solved the problem of 


processing local tailings on which there had been no action 
for 30-40 years. With support from the Ministry of Science 
and New Technologies we also created a technology park at 
the facilities of the Tselinnyy Mining and Chemical Com- 
bine. We are now thinking about putting together in Step- 
nogorsk present-day and future technologies tor waste-free 
or low-waste ore processing. The point ts that all types of 
raw materials in Kazakhstan have many components and 
contain a large number of companion metals. In view of 
this, comprehensive processing of raw materials 1s neces: 
sary, including with the processing of their nonore compo 
nent, with construction materials being produced in the 
form of molded products made of cinder or high-grade 
cement out of the Ekibastuz coal waste. In essence, this 
approach should become the economic and ecological policy 
of our state Entire territories filled up with rock dumps and 
slag, ““tatlings” of dressing plants, the gases that are burned 
now, the ol field waters discharged tn the course of oi! 
productton—all of these are the results of our negligent 
attitude toward the nonrenewable valuables of the republic 


[Cherepanov] Was everything that bad in the past? 


fakezhanov] For example, even now we highly praise the 
levelopment of, say. nonferrous metallurgy, and associate 


[ 
\ 
( 
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progress in this sector with the name of Petr Fadeyevich 
Lomako. On 12 July all the “nonferrous people” of the 
former Union celebrated the 90th birthday of this out- 
Standing specialist and organizer of nonterrous metallurgy. 
He traveled the path from foreman at the Krasnyy 
Vyborzhets plant to the first leader of the Union Ministry 
ot Nonferrous Metallurgy. Many endeavors in aluminum, 
titantum-magnesium, and rare-earth element production 
in Kazakhstan and the beginning of work to develop the 
Zhayrem and Atasu Ore Complexes are associated with his 
name. At one time the former leaders of the republic and 
President N. Nazarbayev resolved with Petr Fadeyevich 
complex issues of vital significance to Kazakhstan. We 
should now support the raw materia! base and prevent it 
from perishing because our economic and social prosperity 
begins right there. 


[Cherepanov] What 1s your view of the sale of mining 
enterprise shares to various privatization investment funds? 
| recall that there was a lot of notoriety about the precedent 
involving the acquisition of the Zhayrem Complex-Ore 
Combine by the Kazakh Union of Consumer Societies 


[Takezhanov] I fully support the denationalization and 
privatization of the sector. However, these enterprises are 
unique in a way; for this reason they should be transferred 
to someone's control upon customized studies in which 
specific programs for their postprivatization development 
should be outlined. That ts to say, it should be clear from 
the strategies proposed by contenders whether their teams 
are sufficiently strong in the economic and professional 
sense and whether the new owners will take the casy path 
of skimming the cream. As it 15, It IS no secret that most 
enterprises resorted to so-called selective removal, simply 
put—rapacious practices. The danger of this increases 1 
complex production facilities are privatized through the 
regular, auction-based methods. We belteve that a special 
council of experts should be set up that will consider each 
individual draft for privatizing enterprises of the mining 
and metallurgical complex from various standpoints. 
[Cherepanov] The issue of “company” towns whose life 
support systems entirely depend on the operation of the 
mining and metallurgical complex 1s not new. Let us look, 
for example, at Lisakovka; its residents are hoping tor 
nothing short of a miracle. 


[Takezhanov] The issue 1s complex. The ores of the 
Lisakovka Mining and Enrichment Combine require com- 
plex technologies. Naturally the Karagandy Metallurgical 
Combine wants better raw materials from Sokolovo and 
Sarbay. A market economy appears to provide this oppor: 
tunity. However, what about the social aspect? As it were, 
there are dozens of similar cities tn Kazakhstan, to say 
nothing of settlements and ore mines. | believe that this 
should hardly be approached from the standpoint of a 
single enterprise. In this case the rule of the “golden share” 
should apply on behalf of the state. The government 
should take responsibility for the social issues of the 
Karagandy Metallurgical (Combine: it should be given an 
opportunity to regain a proportion of the funds for the 
development of the ore base and life support in the ciues 
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yn Which these raw matenals are delivered, The mining make decisions about granting them ¢ offieia 
na metallurgical Comples created these localities, and it ments, thatus, they do everything they can to tie | 
must support them. We must consider how this 1s to be hand and make them their lackeys so that are no 
fone. We began working on this problem with the old devoted to legality itself, of which the local authors 
hembershy parliament. | think that the current parla have their own—special-—understanding. Just ent 
mnient Will also be concerned about this. The strong worker society has finally begun to distinguish bet 
na gineer potential created in these centers may not be of “court? and “law enforcement orga } 
st that... Incidentally, even the present program 
scems to me, depicts the judicial systems | ect 
Judge Views Progress of Legal Reform deliberately or through honest error=-by art 
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mprove the Somewhat corrupted socialist justice system on [Nesterenko] Do InINk (al 
12 February of this year when it approved another legal organs In | Ure STUCK 
reform for the republic. But how good is it? Lasked Akyltay Phen Opponents of pproa 
hasimos, chairman of the Akmolinskaya Oblast court, to ire making the ir d | 
reflecton this ard a number of other issues. der them to try U 
fthat judi yccur in [Kasimov] | talk 
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nportant aspect, Throughout the civilized world will inevitably lead to the undermining o urt authority 
} ! versight over the course of the proceed Afterall ven now citizens con | mad com 
Ings | Wis Stage of the preliminary investigation, and ordered 80 and so to move out ol the spa eoccuy id 
nly wy {| ourt permission can they order pretrial he couldnt care less—-make him go' [tis necessa y 
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await ther trial out of jail, In Russia they have Kind of a court are vou then?” Thats h tis. But 
Nee i oin court orders to keep people under is no need to fear that the court will make a decision itsell 
guard. W lo it the old way, although this issue has and then carry it out. After all, the court has not escaped 
thbeen resolved positively: again itis a halfway ontrol. And we do not want t! Ihere are pro i 
eis \ in Kazakhstan about 10 percent of the protests, complaints, and statements from. citizens 
car are sent back for further investigation regarding court decisions that we consid week | 


tors failed to gather certain informa the legally established deadlines. And eo) 


{ antime the suspect ts sitting mn tne sions that are e) Ned are | lat na | legal 
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even more cases because the people are becoming more 
legally aware and soon they will be going to the courts to 


resolve the most diverse problems 


(Nesterenko} The question of people’s assessors has been 
discussed extremely actively of late: Are they needed o1 


not? What 1s vour own personal view 


(Kasimov] People’s assessors. although | do not want to 
offend them. have not played any role at all in the courts 
for a long time. Moreover, it 1s becoming more and more 
difficult to get them involved tn judicial hearings. So we 
can freely reject this institution, It 1s quite possible that the 
institution of the jury system will not play a positive role in 
Although it would be possible to try to 
introduce it a Here 18 another aspect 
When a court considers t exceptional, special 
involving the death sentence, it seems to me, 
itis Simply necessary for the public to participate in the 
proceedings. Any person is amember of the society. He has 
lived in this society and it ts the society that has made him 
And this means that only the society, and not 


ur State erthe 
an experiment 
cases 


ImMporlanc 


t > 
the Way We | 
Pot | 


a single person, can determine whether or not to exclude a 


person from t} eC Tanks of the living 





[Nesterenko] For a long time the court was called only the 
“third estate.” although in fact 1t.1s no secret that highly 
did with them whatever they wished 
For a long time a statement from above was higher than 
possible to make the courts really 


placed bureaucrat 


f 
anv evidence 


independent 


([Kasimov] Orders or no orders, to include the courts in 
SO! struggles. certain state campaigns have almost 
become the norm tin our society. Just look at what 1s 
¥ introduced into the Criminal 


de Article 23-2 ( Th entence to incarceration with 
indatory labor)-——the people called it “chemistry.” When 
began to apy the militia immediately began to 
ippeal to the courts through the ministries: In connection 
vith the introduction of this article we request that you 


apply it to more citizens. But they had not even managed 
to revoke the article when, after the deterioration of the 
special institutions, when they 
knew what to do with, when 
» work, the militia came back 
again to request: Do not apply this article anvmore. Thus 
in the big picture the measure of punishment was deter- 


i 


economic Situation in the 
had more convicts than they 


there was nowhere for them t 


mined not by the courts but by the internal affairs organs 
Now I can predict with confidence—and you mark my 
words. because they are slighting us, accusing us of being 
spineless, forcing us to give more prison sentences—the 
ails and colonies will be completely overcrowded. For 

some facts. During 1993 in our 


individuals were sentenced to 


substantiation | wall give 
oblast 35 percent of th 
Incarceration, and during four months of this year this 
figure had already risen sharply to 45 percent. And soon 
the ministries will tell us again that we must not send so 
many people to the zones. But in my opinion, one should 
not engage in campaign practices. In general | am greatly 
disturbed by the labels they have started to pin on the 


ts—the “criminal liberalism of the courts.” “indul- 


gence of criminals, leading to violation of the principle of 
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inevitability of punishment.” But...stop: We have already 
done that. Ten years ago in Kazakhstan up to 70 percent of 
the individuals were sentenced to incarceration. What 
have we done—etradicated crime? Nothing of the sort 
Phat is a dilettante or, rather, cavalier approach to solving 
a complicated problem. Judges are as interested as anyone 
else in preventing people from being shot in the streets 
with automatic rifles, from being killed on contracts. But 
these are the cases that do not make it to the courts. For 
such individuals, who commit serious crimes, recidivists 
who do not want to change, we apply severe punitive 
measures—right down to execution. Incidentally, in four 
months of this year Akmolinskaya Oblast court sentenced 
two people to execution. But look: The jails are filled with 
working people. who will leave there as hardened crimi- 
nals. People are serving jai! sentences for stealing one 
sheep—such things do not happen in the civilized world 


It is difficult, of course, to live in a society and be 
independent of it. But this is what we must strive for. A 
compliant court will lead to nothing good. And perhaps 1n 
Our State we will reach a point where nobody will interfere 
In our activity. Here a good deal depends on the selection 
of judges. Who will elect us? The Supreme Council? But it 
contains blocs and groups, and we do not know whom 
these groups will choose and how. My opinion ts this: We 
should be selected by the president of the country. For life 
With the right to recall. And decisions about recall and 
appointment should be made only with the consent of a 
special commission, which should include both the public 
experts of the city 


and the lega! 


fNesterenko] You have now made many remarks con- 
egal reform. It 1s quite possible that 





cerning the text of the 
other judges of the republic have remarks as well. What do 
you think, is it possible to change anything in it, 15 16 
impenetrable like a granite wall? 


[Kasimov] The most important feature of the new reform 
1S that 1t presumes nota revolutionary but an evolutionary 
path to the establishment of a rule-of-law state. This 1s why 
certain provisions, which will take root well here and 
produce positive results, will remain, and all that 1s “dead 
wood” will remain. And this must be changed now and 
not. say, in 20 years. We must look, think. and try. The 
world 1s now looking at our republic. If we are of any 
interest to them it is because of our system of legal 
guarantees, our rule-of-law state. Successful and, the main 
thing, correct implementation of the legal reform 1s impor- 
tant not only for the domestic life of Kazakhstan but also 
for our recognition by the world community: Either we are 
barbarians or we are civilized people. There ts no othe: 


cnoice 


Our society ts just beginning to understand what a court ts 
After long years of repression, after all these “troikas” and 
tribunals it will be necessary to do a lot of work tn order to 
break people of the habit of regarding the courts with fear 
The court 1s not an institutions that punishes but one that 
restores rights. People should not fear us because our goal 
1s law and order, which 1s also the concentrate expression 


of both justice and expediency 
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CIS Cooperation Agreement Ratified 
944K 17294 Almaty SOVETY KAZAKHSTANA 
in Russian 7 Jul 94 p 2 


[Decree of the Kazakh Supreme Council: “Ratification of 
the Agreement on the General Conditions and Mechanism 
of Support for the Development of Production Coopera- 
tion of Enterprises and Sectors of Participants in the 
Commonwealth of Independent States” ] 


[Text] The Supreme Council of the Republic of 
Kazakhstan decrees: 


Ratification of the Agreement on the General Conditions 
and Mechanism of Support for the Development of Pro- 
duction Cooperation of Enterprises and Sectors of the 
Participants in the Commonwealth of Independent States 
concluded among the governments of the Azerbaijan 
Republic, the Republic of Armenia, the Republic of 
Belarus, the Republic of Georgia, the Republic of Kaza- 
khstan, the Kyrgyz Republic, the Republic of Moldova, the 
Russian Federation, the Republic of Tajikistan, Turkmen- 
istan, the Republic of Uzbekistan, and Ukraine and signed 
on 23 December 1993 in the city of Ashgabat and also the 
protocol on the mechanism of realization of this agreement 
and the decision on the revision of paragraph one of 
Article 5 of this agreement signed by the heads of govern- 
ment of the said republics in the city of Moscow on 
15 April 1994. 


[Signed] K. Sultanov, deputy chairman of the Supreme 
Council of the Republic of Kazakhstan 


Parliament House, Almaty, 22 June 1994. 


TAJIKISTAN 


Russian Intervention in Tursunzade Noted 
944K I809A Moscow NEZAVISIMAYA GAZETA 
in Russian 12 Jul 94 p 3 


[Article by Oleg Panfilov: “Russian Division Takes Con- 
tro! of Aluminum Plant in Tursunzade; Criminal Proceed- 
ings Instituted Against One of the Leaders of the People’s 
Front’’] 


[Text] On 9 July armored equipment of the 201 st Russian 
Motorized Rifle Division took control of one of the largest 
industrial enterprises of Tajikistan—the aluminum plant 
in Tursunzade, which 1s 1n the western part of the republic 
next to the border with Uzbekistan. This happened after 
an attempt was made on & July on the life of plant director 
Mikhail! Sinan, who 1s also a people’s deputy of Tajikistan. 
According to certain data, he was shot at by Ibodullo 
Boymatov, chairman of the Tursunzade City Executive 
(Committee, a recent driver of a passenger bus and one of 
the commanders of the People’s Front. The shot was fired 
at Sinant as a deterrent after Boymatov was accused of 
using the production of the plant for purposes of self- 
enrichment, having borrowed a large sum of money. On 9 
July the chairman of the Supreme Council declared on 
Tajik TV that criminal proceedings had been instituted 
against Ibodullo Boymatov. Mikhail Sinani. according to 
some information, was able to get to Dushanbe. Moreover. 
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it was announced on TV that Boymatov was being accused 
of establishing “illegal gang formations.” According to 
unofficial information he was able to escape from 
Tajikistan and ts now on the territory of Uzbekista: 


Thus ended a confrontation that has lasted several months 
between Dushanbe and several western rayons of Tayiki- 
stan which threatened to become yet another dangerous 
source of tension in which it is not the opposition (in the 
accepted understanding of the word) that is participating 
but former militants of the People’s Front who helped the 
present regime come to power. The opposition of the 
Gissarskiy, Shakhrinavskiy, and Tursunzadevsk1y Rayons 
of Dushanbe have been used by politicians in the fight 
against each other since autumn 1992. when armed forma- 
tions under the leadership of the former chairman of the 
Supreme Council, Safarali Kendzhayev, with the blessings 
of the leader of the People’s Front, Sangak Safaro 

attempted to seize Dushanbe and topple the coalition 
government. The assault did not succeed at that time, but 
the railroad that runs through Gissar to Dushanbe was 
blockaded. In December 1992 the People’s Fro 
to prepare another better trained detachment, which was 
headed by the former chauffeur Ibodullo Boymatovy. After 
the accession to power of the present regime. Boymatoy 


nt was able 


and many of his comrades-in-arms in the Peoples Front 
received as a gift the position of head of the Tursunzade 
City Executive Committee. The official newspapers, in 


particular the weekly BIZNESS I POLITIKA. published 
several articles in which Boymatov ts represented as the 
leader of a new generation of politicians; however. nothing 


was reported about his mutual relations with Mikhail 


Sinan, director of the aluminum plant. Asin many rayons 
of the republic where positions were held by formes 
commanders of the People’s Front, so-called commercial! 


structures were created in Tursunzade that engaged tn the 
uncontrolled sale of cotton and rare metals. 


The Tursunzade aluminum plant is one of the largest in the 
former USSR. Its construction started in 1967. the first 
line was started up in 1975, and construction was com 
pleted in 1988. Up to 1991 the plant put out 46$.000 
tonnes of aluminum a year, now—about 200.000 tonnes 
At the present time the production of Tajik aluminum 1s 
unprofitable, but the plant is keeping its staff owing to the 
production of consumer goods. Nevertheless. the cost of 
aluminum from Tursunzade on the world market 1s about 
$1,000 per tonne, which could not help but atiract uncon 
trolled structures that had been created in Tajikistan over 
the last year and a half. It is surmised that arms for th 
People’s Front were purchased with money acquired fro: 
the sale of aluminum, and that after the installation of th 
present regime the plant became completely control! 
former militants of the People’s Front. without bring: 
profit to the state. Moreover, the last six months at th 
plant, after Boymatov’s disagreements with official D 
hanbe, generally became a reason for blackmai! 
of Shakhrinavskiy and Tursunzavedskiy Rayons 
several members of the government retire or the plant 
would become independent, which means its full contr 
by Boymatov. 
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Phe Boymatov story may be one more proot of the difficult 
relations between the recent victors over the opposition 
[he struggle for power 1s being conducted not only by 
methods ot threats and the arbitrary seizure of positions. 
In the final analysis, Dushanbe not only did not counteract 
the fact that the position of the chairman of the city 
executive committee of Tursunzade was occupied by a 
former chauffeur and militant of the People’s Front, but 
even tried to present this as a logical step in the matter of 
the construction of a new “democratic” state. 


However, as NEZAVISIMAYA GAZETA has already 
written, there is a very delicate nuance in the mutual 
relations of Dushanbe and Boymatov. Boymatov—an 
Uzbek by nationality—was one of those who formed the 
opinion about the full support of the present Dushanbe 
\)zbek population of Tajikistan. Relations 
began to get worse after several armed clashes of Tayiks 
(natives of Kulyab) and Uzbeks in the south of the 
republic, and also because of complaints of the inadequate 
number of represented positions for People’s Front mem- 
bers trom the western rayons. It cannot be ruled out that 
they maintained ties with their “Godfather,” the former 
the Supreme Council, Safaralt Kendzhayevy, 
ind also with Emomali Rakhmonovy, a dissatisfied politi- 
tan and also a former leader of Leninabad Oblast. It 1s 
hardly likely that Tashkent wall like the loss of a strategi- 
cally important rayon, but it 1s too early to say how weighty 
the response will be. In this case, this fact 1s important, that 
In Tursunzade was conducted not by gov- 
ernment troops but with the help of a Russian division 
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Situation in Gornyy Badakhshan Region Worsens 


DIFP OY YA Moscow NEZAVISIMAYA GAZETA 
m Ri li] Y4n 


[Art (leg Panfilov: “Bridges and Roads Damaged 
by Flash Floods in Badakhshan’”’] 

| Text] A week ago the Pandzh River began to overflow its 
banks at Badakhshan because of the rapid melting of 


\ccording to the report from Khorog, Rushan- 
and Kalakkhumbskiy Ravyons, where 
sere damaged and large areas of the Khorog- 
lanbe highway flooded, have been the worst hit. The 
ituation is so serious that it 1s only by fortunate accident 
that more than IO refugees survived after deciding to 
Dushanbe in trucks carrving food more than 10 

igo The trucks were caught by the flash flooding and 


opped by the water. and it was only thanks to the 
warplanes of the Collective Peacemaking Forces that the 
refugees were evacuated from the danger zone 
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But the danger of hunger in Badakhshan is | 
and worse because only a small amount of food has be 

delivered there in the last month. A truck convoy fron 
Dushanbe was able to deliver 220 tonnes of flour, but 
given the population of the autonomous region. which 4s 
about 200,000 persons, this stock ts barely enough tor a 
week. In the rayons of Badakhshan, cases of fainting from 
hunger and avitaminosis have already been noted in the 
population, especially among children. Badakhshan’s eco 
nomic situation hardly depends on the session of the local 
council not having approved the annua! budget 
examined by the Supreme Council of Tajikistan. Never 


ntib il Was 


theless, the session of the Badakhshan Council planned for 
12 July has been postponed once again. this time until the 
session of the republic parliament ends a duled on 20 
July. In the opinion of observers. this mainly has to do 
with the fact that Garibsho Shabozoy. chairman of the 


council, referring to the “desire of the deputies and 1 
sentatives of rayon authorities.” pushed back the date of 
the session on his own, but in fact. 1018 assumed. the reason 
was the chairman’s reluctance to dcehate tt ssue of 
adoption of the Declaration on Formats tt 

mous Republic to replace Gorno-Badakhshan Auton 
mous Oblast. The date for holding a referendum on 
republic autonomy, which, of course, t! fo not war 
Dushanbe, was also to have been set in the s 


While formally subordinate to the Dushanbe rey Bada 
khshan 1s still trving to presers 
particular reason for this 1s the relative freedom in coverage 
of events which local yournalists have achieved. Dushanbe 
has no perceptible influence or 
news media. because the broadcasting of 1 blic television 
does not reach the territory of the mountain 

region. Only radio broadcasting from Dushanbe stil! links 
Pamir to the 
usually replaced by programs available in Russian and Farsi 
from the radio stations “Freedom.” the BBI i’ Voice of 
America.” as well as the radio station “Voice of Fre 
Tajikistan.” which is located tn a nortl 
Afghanistan— Takhor | 
stance 1s largely determining the attitude of people tn 
Badakhshan. 


According to an INTERFAX report. ( nel General 
Bessmertnyy, chief of staff of t! Ect Peacemaking 
Forces of the CIS in Tajikistan. has said that the “sttuation 
is deteriorating’ in the republic and no improvement has 
been observed in the past month. He a ud that t 
second round of intra- Tajik 
not had a constructive effe 

cases of crossing the state border both trom Afghanistan 
into Tajikistan and also in the opposite d 


its independen Cone 


—~_ 
~ 
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“outside world.” but t programs are 


| Kperts be 


negotiation: | i ran Nas 


ind there are more {requent 
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ARMENIA 


Report Shows Improving Economic Conditions 
Y44K 18161 Yerevan RESPUBLIKA ARMENIYA 
in Russian 19 Jul 94 p 


[Article by Ashot Aramyan under the rubric “Economic 


Week’: “The ‘Smile’ of the Central Bank, the “Teeth’ of 


Faxes, and the Unconcern of the Dram”’] 


{Text} Last week it continued to become, so to say, 
somewhat easier to live in the republic. Prices for fruit and 
vegetable products became significantly more accessible: 
Thus toward the end of the week it was possible to get 
cherries in the markets of the capital for 70 drams, 
potatoes—tor 60 drams, tomatoes—for 70 drams, cucum- 
bers and squash—tfor 40-50 drams. Sugar—for 180 drams. 
Gasoline also got cheaper: A 20-liter canister cost from 
3,200 to 3,400 drams. 


It is well known that strengthening the monetary system and 
taming inflation should precede improvement of the 
economy. And while today’s rates of inflation in the 
republic can be evaluated as quite acceptable, on the whole 
the situation on the monetary-currency market 1s somewhat 
disturbing, despite the seeming serenity and the confident 


strengthening of the dram. For example, if the behavior of 


the Russian ruble 1s Compared with the Armenian monetary 
unit. it seems significantly more natural and logical: The 
Russian Federation ruble ts falling slowly, in conformity to 
an inflation rate of 5-7 percent, with respect to the U.S. 
dollar (R2,024 for one American dollar in trading at the end 
of the week on the MMVB [Moscow Interbank Currency 
Exchange]. The behavior of the dram contradicts the infla- 
tion level that exists in the republic, although it 1s low, which 
compels one to suppose that artificial levers have been 
activated. Is 1t necessary to say that such stabilization of the 
dram ts unreliable and in the future could lead to unhealthy 
phenomenon on the currency-monetary market of the 
republic. We will add that by the end of the week one 
American dollar already cost 300 drams, and 1,000 Russian 
Federation rubles—120 drams. 


The Central Bank of the Republic of Armenia intends to 
“screw” of its tough credit-monetary policy 

smewhat. First, 1t1s planning to revise the decision made 
by it jointly with the government in February concerning 
the levying of a payment for a cash dram, equal to 
approximately 40 percent, which was established for the 
purpose of easing the demand for cash. And second: It 1s 
the interest rate for credit (it 1s now 360 
percent annually), which, of course, will revive the repub- 
ic’s credit market. Thus, the Central Bank intends to 


loosen the 


planned to lowe 


‘monstrate 


its “teeth” but also the charm of its “smile.” 


()f the encouraging events in the sphere of economics, It 1s 
necessar\ to note Russia’s readiness to grant our republic 
credits tor RLOO billion, of which a significant part will be 
directed at reactivation of the nuclear power station. 


figuratively speaking, not only the strength of 
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An increase in production is being observed in Armenia 
from month to month. Thus, while in January of this year 
enterprises of the republic produced products for 440 
million drams, in June this indicator was already equal to 
almost 5.5 billion drams: an increase by a factor of more 
than 12. 


We note two items from the news in the tax sphere 
According to the situation on | July of this year the state 
budget of the Republic of Armenia was short of what was 
planned by almost 1.3 billion drams. In the next few days 
parliament is expected to adopt a Law On Property Tax, 
after which local taxes will be eliminated and the tax 
system of the republic will take on a basically clear and 
well-composed form, including six republic taxes. We wall 
note that those strata of the population that have private 
homes, passenger cars, and other large property will fall 
under the new law: All of this will be taxable 


Boris Kocharyan, acting chairman of the Republic of 
Armenia State Committee for Privatization and Destati- 
zation, held a press conference last week and reported that 
900 enterprises in the republic will assume the form of 


joint-stock Companies over six to seven months after 20 


percent of their book value 1s turned over free of charge to 
the members of labor collectives. Meanwhile. it has 
become known that a draft edict of the president of the 
Republic of Armenia has been prepared on the introduc- 
tion in the republic of a system of privatization certificates 
(vouchers). Their distribution to all citizens of Armenia 
without exception will most likely happen at the end of 
summer or beginning of autumn 


The situation in the energy sphere remains indefinite. It 
was not possible to resolve the argument between Turk- 
menistan and Uzbekistan regarding payment for the 
transit of gas through the territory of the latter. Neverthe- 
less, an acceptable amount of the blue fuel 1s arriving in 
Armenia—so the supply of electric power developed on its 
basis in particular 1s quite adequate for organization of the 
daily life of the population. Incidentally. the special- 
purpose state enterprise Yerelektroset has once again been 
turned over to the Ministry of Energy and Fuel. Despite 
this accomplished fact, we will nevertheless note that the 
advisability of such a step raises certain doubts. inasmuch 
as while it was an independent structure. Yerelektroset 
succeeded in a short period in introducing a schedule of 
electric power supply that 1s suitable for Yerevan residents 
regulating the “fan.” and substantially reducing the flow of 
complaints of the population about the unjust distribution 
of electric power. Be that as it may, the activity of 
Yerelektroset in the field of supplying electric power to the 
capital of the republic may very soon be given an objective 
evaluation. But for the time being we will note that despite 
the frequent turning on of electric power in people's 
homes, they are now in many ways of an unregulated and 
chaotic character. However, this could be caused by the 
difficulties of the “transition period” of one department in 
subordination of another. So that, as the saying goes, here 
we will have to wait and see 
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